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CORPORATIONS IN THE FARM BUSINESS 

By N. G. P. KRAUSZ and FRED L. MANN* 
TARGER NEEDS FOR CAPITAL and credit, and family inheri­
L tance problems, are primarily responsible for a close look at 
corporate farming. Inflated land prices and more mechanization have 
raised capital needs to as high as $100,000 per farm worker. The 
movement of farm boys and girls to cities has created the serious 
question of how to hold the farm together for operating efficiency and 
still provide a fair inheritance for all of the children. 
In some cases the farm corporation offers a solution to these prob­
lems. Incorporation can bring together the assets of several persons in 
a pooling of capital, and its more formal type of organization can 
improve the credit opportunities of the business. It allows each mem­
ber of the family to share fully in the inheritance but can at the same 
time regulate his rights to sell his interest and to manage the farm. 
The object of this circular is to show when and how the farmer 
may use incorporation in his farm business.1 The following material is 
not a substitute for professional legal advice and assistance. Adapting 
the corporation type of organization to the individual farm business 
will usually require expert legal help. 
What Is a Corporation? 
A corporation is a legal entity authorized by state law. Any 
kind of business worth more than $1,000 may be incorporated. The 
procedure for incorporating a business is outlined in the law and must 
be followed exactly. The corporation begins its legal existence when 
the state, satisfied that this procedure has been followed, issues a 
certificate of incorporation. 
Once organized, a corporation is treated as an individual in its 
dealings with others. The owners of the corporation (called share­
holders) are issued certificates representing shares to show the interest 
each holds in the corporate assets. The shareholders elect directors 
* N. G. P. KRAUSZ, Associate Professor of Agricultural Law; and FRED L. 
MANN, formerly Assistant in Agricultural Law. Both authors are members of 
the Illinois Bar. 
1 The advantages and disadvantages of the farm partnership are discussed 
in Circular 786, "Partnerships in the Farm Business." This circular can be 
obtained from your farm adviser or by writing to the College of Agriculture, 
University of Illinois, Urbana, Illinois. 
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J a m e s  a n d  P a u l  T i l l e r  a n d  t h e i r  f a t h e r ,  R o b e r t ,  h a v e  c o m b i n e d  t h e i r  f a r m ­
i n g  r e s o u r c e s  - m a c h i n e r y ,  c a t t l e ,  l a n d ,  a n d  k n o w - h o w  - i n  T i l l e r  F a r m s ,  
I n c .  T h e  f o r m s  t h e y  u s e d  i n  t h e i r  f a r m  c o r p o r a t i o n  a r e  o n  p a g e s  3 2  t h r o u g h  
4 4 .  ( F i g .  1 )  
t o  r e p r e s e n t  t h e m  i n  b u s i n e s s  p o l i c y  a n d  m a n a g e m e n t .  D i r e c t o r s  i n  
t u r n  e l e c t  o f f i c e r s  w h o  t a k e  c a r e  o f  t h e  e v e r y d a y  a f f a i r s  o f  c a r r y i n g  
o n  t h e  b u s i n e s s .  I n  a  f a r m  c o r p o r a t i o n ,  t h e  s h a r e h o l d e r s  u s u a l l y  e l e c t  
t h e m s e l v e s  d i r e c t o r s ,  a n d  a s  d i r e c t o r s  t h e y  a l s o  e l e c t  t h e m s e l v e s  
o f f i c e r s .  
W h e n  S h o u l d  Y o u  C o n s i d e r  C o r p o r a t e  O p e r a t i o n ?  
A s  a  g e n e r a l  r u l e ,  i n c o r p o r a t i o n  i s  a  p o s s i b i l i t y  i n  a n y  b u s i n e s s  o f  
a d e q u a t e  s i z e .  M a n y  f a m i l y  f a r m s  a r e  l a r g e  e n o u g h  t o  a t  l e a s t  c o n s i d e r  
c o r p o r a t e  o p e r a t i o n .  
I n  f a r m  c o r p o r a t i o n s  s h a r e h o l d e r s  f r e q u e n t l y  w o u l d  b e  p e r s o n s  
w h o  h a v e  w o r k e d  t o g e t h e r  i n  t h e  p a s t  - p a r e n t s  a n d  c h i l d r e n ,  b r o t h e r s  
a n d  s i s t e r s ,  l a n d l o r d s  a n d  t e n a n t s ,  e x i s t i n g  f a r m  p a r t n e r s h i p s ,  o r  
e n t i r e  f a r m  f a m i l i e s .  P a s t  w o r k i n g  r e l a t i o n s  a r e  n o t  n e c e s s a r y ,  h o w ­
e v e r .  P e o p l e  w h o  h a v e  n e v e r  b e e n  a s s o c i a t e d  i n  b u s i n e s s  m a y  f i n d  
t h a t  i n c o r p o r a t i o n  i s  t h e  s o l u t i o n  t o  t h e i r  p r o b l e m s .  U n r e l a t e d  i n d i ­
5 Corporations in the Farm Business 
viduals who separately do not have enough capital to become estab­
lished in farming might combine their assets to advantage in a farm 
corporation. Incorporation might be the answer for heirs of an estate 
that cannot otherwise be economically divided. 
For farmers planning an operation involving high risk (truck 
farming, sheep-feeding, etc.), the corporation is a means of limiting 
possible losses to the assets in the business. 
When farming is only a part of an individual's total business 
enterprise, he may consider incorporating his farm business to protect 
his outside assets. Because a shareholder's liability is limited in a 
corporation, only the assets he places in the farm corporation will be 
affected by farm profits or losses. 
What Are the Advantages of Incorporation? 
Limited individual and corporate liability 
A shareholder is liable for debts of a corporation only to the extent 
of the shares of stock he owns unless he has signed as surety for a 
corporate debt. It must be kept in mind, however, that if a corpora­
tion becomes insolvent, shares in it are worthless. If this happens and 
all of a farmer's assets are in shares of the corporation, he loses all of 
his property. 
Just as the shareholder is not personally liable for corporate debts, 
a corporation has no liability for a shareholder's personal obligations. 
Easy distribution and transfer of ownership 
The assets of a corporation are divided into parts called shares. 
These shares are represented by certificates of stock. A share can be 
transferred by delivering the certificate to the new shareholder and 
registering the transfer on the corporation books. 
The owner of a share of stock may sell it, leave it to designated 
persons by will, make a gift of it, or allow it to go to his heirs by law 
of descent, without breaking up the business. Shares of stock also 
provide a simple way for the oncoming generation to gradually buy 
into the farm business. 
Continuity of operation 
A corporation exists as long as the shareholders desire it and it 
fulfills the requirements of the law. It can continue to function 
throughout the changes in ownership caused by one generation replac­
ing another, because shares of stock, rather than farmland, livestock, 
and equipment, are passed to the next generation. 
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S h a r e s  i n  a  f a r m  c o r p o r a t i o n  a r e  e a s i l y  t r a n s f e r r e d  a n d  p r o v i d e  a  s i m p l e  
w a y  f o r  o n c o m i n g  g e n e r a t i o n s  t o  a s s u m e  a  p a r t  i n  t h e  f a r m  b u s i n e s s .  H e r e  
R o b e r t  T i l l e r  p r e s e n t s  h i s  d a u g h t e r  A n n  w i t h  s h a r e s  o f  s t o c k  i n  T i l l e r  
F a r m s ,  I n c .  u p o n  h e r  g r a d u a t i o n  f r o m  h i g h  s c h o o l .  ( F i g .  2 )  
P o s s i b l e  i n c r e a s e d  e f f i c i e n c y  
T h e  v e r y  n a t u r e  o f  i n c o r p o r a t i o n  c o m p e l s  t h e  k e e p i n g  o f  a c c u r a t e  
r e c o r d s ,  w h i c h  i s  m o r e  e a s i l y  n e g l e c t e d  u n d e r  o t h e r  b u s i n e s s  s y s t e m s .  
K e e p i n g  a d e q u a t e  r e c o r d s ,  a d v a n c e  p l a n n i n g ,  a n d  r e p o r t i n g  r e s u l t s  
t e n d  t o  p r o m o t e  e f f i c i e n c y .  
T h e  b y - l a w s  o f  a  c o r p o r a t i o n  u s u a l l y  d e s i g n a t e  h o w  a u t h o r i t y  w i l l  
b e  d e l e g a t e d ,  b u s i n e s s  p o l i c y ,  a n d  o r g a n i z a t i o n a l  a n d  o p e r a t i o n a l  p r o ­
c e d u r e s  t o  b e  f o l l o w e d .  T h i s  a i d s  i n  r e d u c i n g  d u p l i c a t i o n  o f  e f f o r t  a n d  
c o n f l i c t  o f  p o l i c y ,  w h i c h  m a y  b e  p r e s e n t  i n  m o r e  c a s u a l  t y p e s  o f  b u s i ­
n e s s  o r g a n i z a t i o n .  A l t h o u g h  i n c o r p o r a t i o n  i s  n o t  a  s u b s t i t u t e  f o r  t h e  
a b i l i t y  o f  t h e  b u s i n e s s  a s s o c i a t e s  t o  g e t  a l o n g  t o g e t h e r ,  i t  c a n  r e d u c e  
s o u r c e s  o f  f r i c t i o n  a n d  p r e s e n t s  a  m e a n s  o f  s e t t l i n g  b u s i n e s s  d i s p u t e s  
m o r e  e a s i l y .  
S u c h  a  f o r m a l  s t r u c t u r a l  s y s t e m  o f t e n  r e s u l t s  i n  r e d u c e d  e x p e n s e s  
a n d  i n c r e a s e d  p r o f i t s .  
7 Corporations in the Farm Business 
Tax advantages 
In some cases it is possible to reduce income taxes by incorpora­
tion. The first $25,000 of taxable corporate income is taxed at 30 
percent. An additional 22 percent is charged on income over $25,000. 
The personal income tax rate for a married person is 30 percent on 
taxable income from $12,000 to $16,000. It increases to 53 percent 
at $36,000. 
At certain levels of farm income, therefore, taxes may be reduced 
by splitting the income between the individual (or individuals) and 
the corporation. This may be done by paying out part of the corpora­
tion income as salaries and retaining the balance in the corporation as 
accumulated earnings.l 
Money retained in the corporation cannot later be paid out to the 
individual shareholders without further taxation. Ordinary income is 
often shifted to capital gain, however, which is taxed at not more 
than one-half the rate on ordinary income. There is also the possibility 
that a higher tax basis will be obtained if one of the shareholders 
should die. (The new basis would be the market value of the shares 
at the time of his death.) 
1 See the section on tax di sadvantages (page 9) for certain limitations and 
disadvantages in retaining income in the corporation as accumulated earnings. 
Comparison of Income Tax for Married Farmer Under Individual 
Proprietorship and Under Corporate Organization 
Net earnings 
before salary Distribution 
Amount 
of tax 
Under individual proprietorship 
$ 5,000 all to individ ual $660 
15,000 all to individual 2,960 
20,000 all to individual 4,532 
40,000 all to individual 13,354 
60,000 all to individual 24,176 
Under corporate organization 
$ 5,000 $ 5,000 salary to individual 
none retained in corporation 
$660} 
none 
$660 
15,000 $15,000 salary to individual 
none retained in corporation 
2,960} 
none 
2,960 
20,000 $17,000 salary to individual 
3,000 retained in corporation 
3,560}
900 4,460 
40,000 $17,000 salary to individual 
23,000 retained in corporation 3,560}6,900 10460 ' 
60,000 $35,000 salary to individual 
25 ,000 retained in corporation 10,800}7,500 18 300 ' 
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A  m a r r i e d  p e r s o n  o p e r a t i n g  h i s  o w n  f a r m  b u s i n e s s  a n d  r e c e i v i n g  
a  t a x a b l e  i n c o m e  l a r g e r  t h a n  $ 1 6 , 0 0 0  m a y  i n c o r p o r a t e  w i t h  s u b s t a n t i a l  
i n c o m e  t a x  s a v i n g  b y  r e t a i n i n g  p a r t  o f  t h e  i n c o m e  i n  t h e  c o r p o r a t i o n .  
( T h e  t a x  r a t e  f o r  a  s i n g l e  p e r s o n  g o e s  o v e r  3 0  p e r c e n t  a t  $ 8 , 0 0 0  a n d  
5 3  p e r c e n t  a t  $ 1 8 , 0 0 0 .  T h u s  f o r  a  s i n g l e  p e r s o n  i n c o r p o r a t i o n  m a y  
r e d u c e  t a x e s  i f  h i s  t a x a b l e  i n c o m e  i s  g r e a t e r  t h a n  $ 8 , 0 0 0 . )  A l s o  w h e n  
a  f a r m  o w n e r  i s  i n  a  h i g h  t a x  b r a c k e t  b e c a u s e  o f  s u b s t a n t i a l  o u t s i d e  
i n c o m e ,  i n c o r p o r a t i o n  o f  t h e  f a r m  b u s i n e s s  m a y  m e a n  a  t a x  s a v i n g .  
I t  s h o u l d  b e  n o t e d  t h a t  w h e n  a l l  o f  t h e  i n c o m e  f r o m  a n  i n c o r p o ­
r a t e d  f a r m  b u s i n e s s  i s  p a i d  o u t  a s  s a l a r i e s  t o  t h e  o w n e r s ,  i n c o m e  t a x  
l i a b i l i t y  i s  n o t  i n c r e a s e d  b y  i n c o r p o r a t i o n .  
M e a n s  o f  i m p r o v i n g  c r e d i t  s t a t u s  a n d  p o o l i n g  c a p i t a l  
C o r p o r a t e  o r g a n i z a t i o n ,  b y  b r i n g i n g  c a p i t a l  t o g e t h e r  u n d e r  a  s i n g l e ,  
u n i f i e d  c o n t r o l ,  m a y  a t t r a c t  e v e n  m o r e  c a p i t a l  a n d  i m p r o v e  t h e  c r e d i t  
s t a t u s  o f  t h e  b u s i n e s s .  
T h e r e  a r e  s e v e r a l  r e a s o n s  f o r  t h i s  i n c r e a s e d  f i n a n c i a l  s t r e n g t h .  
F i r s t ,  a  c o r p o r a t i o n  c o n t i n u e s  t o  f u n c t i o n  e v e n  t h o u g h  a n  o w n e r  
( s h a r e h o l d e r )  s h o u l d  l e a v e .  T h e r e  i s  c o n t i n u i t y  o f  o p e r a t i o n .  S e c o n d ,  
l e n d e r s  a n d  i n v e s t o r s  p r e f e r  t o  d e a l  w i t h  t h e  u n i f i e d  a n d  a s s u m e d l y  
a b l e  m a n a g e m e n t  w h i c h  t h e y  e x p e c t  t o  f i n d  i n  a  c o r p o r a t i o n .  T h i r d ,  
t h e  c r e d i t  o f  a  c o r p o r a t i o n  i s  n o t  i m p a i r e d  b y  t h e  i n d i v i d u a l  l i a b i l i t i e s  
o f  a  s h a r e h o l d e r .  
I n  a d d i t i o n ,  a  c o r p o r a t i o n  a l l o w s  a  p o o l i n g  o f  a s s e t s  f r o m  v a r i o u s  
s o u r c e s .  P e o p l e  w h o  f o r  s o m e  r e a s o n  c a n n o t  f a r m  a c t i v e l y  ( u r b a n  
r e l a t i v e s  a n d  f r i e n d s  o f  a  f a r m  f a m i l y ,  o r  r e t i r e d  f a r m e r s )  c a n  s t i l l  
i n v e s t  i n  t h e  f a r m  b u s i n e s s .  A n d  t w o  o r  m o r e  f a r m  f a m i l i e s  w h o  
i n d i v i d u a l l y  m i g h t  n o t  h a v e  e n o u g h  c a p i t a l  t o  f a r m  e f f i c i e n t l y  m i g h t  
u s e  t h e  a s s e t s  t h e y  d o  h a v e  t o  b e s t  a d v a n t a g e  b y  p o o l i n g  t h e m  i n  a  
f a r m  c o r p o r a t i o n .  
W h a t  A r e  t h e  D i s a d v a n t a g e s  o f  I n c o r p o r a t i o n ?  
I n i t i a l  c o s t  o f  i n c o r p o r a t i o n  
A  c o r p o r a t i o n  m u s t  p a y  c e r t a i n  f e e s  a n d  t a x e s  w h i c h  a r e  n o t  r e ­
q u i r e d  f o r  o t h e r  t y p e s  o f  b u s i n e s s  o r g a n i z a t i o n s .  .  
T h e  S e c r e t a r y  o f  S t a t e  c h a r g e s  f e e s  f o r  f i l i n g  c o r p o r a t e  s t a t e m e n t s  
o r  r e p o r t s  i n  h i s  o f f i c e .  T h e  f e e  i s  $ 5  f o r  f i l i n g  a n  a p p l i c a t i o n  t o  r e s e r v e  
a  c o r p o r a t e  n a m e ,  $ 2 0  f o r  f i l i n g  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n ,  a n d  $ 1  
f o r  f i l i n g  m o s t  o t h e r  s t a t e m e n t s  a n d  r e p o r t s .  
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The following is an example of the total initial cost (not includ­
ing professional fees) of incorporating a typical 200-acre Illinois 
cash-grain farm. 
The business: 
Shares of stock issued ........................ 1,080 

Value per share .... .. .................... . ... $100 

Number of shares authorized ................. 2,000 

Total proposed capitalization ............. $108,000 

Date of incorporation ......... ... . .. . September 15 

The fees: 1 
Initial filing fees ........................... $ 25.00 

Initial license fee.......................... 54.00 

Initial franchise tax. . . . . . . . . . . . . . . . . . . . . . .. 45.00 
Federal stamp tax ......................... 118.80 

Total. ..... $242.80 
Tax disadvantages 
After incorporation, an annual franchise tax of 50 cents per $1,000 
of stated capital and paid-in surplus2 must be paid in the month of 
July. 
When there is an increase in stated capital or in paid-in surplus, a 
report of the increase must be filed (filing fee $20) and an additional 
license fee and franchise tax, computed on the same basis as the 
initial fees, must be paid on the capital increase. 
Corporate income is subject to corporation income taxes, and 
when distributed as dividends, to individual income taxes. Paying out 
most of the earnings as salaries or accumulating them in the corpora­
tion can eliminate much or all of this disadvantage. Care must be 
taken if cash accumulations exceed $60,000. Above that figure, accu­
mulations must be reasonably related to the business or be subjected 
to an extra tax of 27Yz percent to 38Yz percent. 
There is a federal stamp tax on the issuance of shares and, with 
few exceptions, all sales, agreements to sell, or gift transfers of shares 
of the corporation, after their original issue, are subject to a federal 
stamp transfer tax. 
A farm corporation is also subject to an annual capital stock tax. 
The amount of this tax is computed by deducting from the total value 
of the corporation the value of property which is assessed locally plus 
1 For method of computation see pages 17 and 18. 
"Paid-in surplu s," now often referred to as "additional paid-in capital," is 
the amount paid for shares in excess of their stated value. 
2 
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d e b t s  f o r  c u r r e n t  e x p e n s e s .  T h e  d i f f e r e n c e  i s  c a l l e d  c a p i t a l  s t o c k  v a l u e  
a n d  i s  a s s e s s e d  o n  t h e  s a m e  b a s i s  a s  o t h e r  p e r s o n a l  p r o p e r t y .  S i n c e  t h e  
a s s e t s  o f  a  f a r m  c o r p o r a t i o n  u s u a l l y  a r e  i n  t h e  f o r m  o f  t a n g i b l e  i t e m s  
s u c h  a s  l a n d ,  b u i l d i n g s ,  a n d  e q u i p m e n t ,  w h i c h  a r e  a s s e s s e d  l o c a l l y ,  t h e  
c a p i t a l  s t o c k  t a x  s h o u l d  b e  s m a l l .  
F o r m a l i t y  o f  o r g a n i z a t i o n  a n d  o p e r a t i o n  
T h e  l a w  i s  q u i t e  s p e c i f i c  a b o u t  p r o c e d u r e s  r e q u i r e d  i n  o p e r a t i n g  
a  c o r p o r a t i o n .  T h e  m a n a g e m e n t  m u s t  b e  h a n d l e d  b y  s h a r e h o l d e r s ,  
d i r e c t o r s ,  a n d  o f f i c e r s ,  e a c h  p e r f o r m i n g  t h e  d u t i e s  a n d  e x e r c i s i n g  t h e  
p o w e r s  g r a n t e d  h i m  b y  t h e  l a w .  
( A  n o n - i n c o r p o r a t e d  b u s i n e s s ,  o n  t h e  o t h e r  h a n d ,  i s  o r g a n i z e d  
a l o n g  w h a t e v e r  l i n e s  t h e  o w n e r s  f i n d  m o s t  s u i t a b l e .  I t s  m a n a g e m e n t  
i s  g u i d e d  l a r g e l y  b y  r e a s o n  a n d  c u s t o m . )  
A r t i c l e s  o f  I n c o r p o r a t i o n  m u s t  b e  c o m p l e t e d  i n  d e t a i l  a n d  p r o p e r l y  
f i l e d  a n d  o r g a n i z a t i o n  f e e s  p a i d .  S h a r e h o l d e r s  m u s t  m e e t  t o  e l e c t  
d i r e c t o r s  a n d  a d o p t  b y - l a w s  d e f i n i n g  t h e i r  p o w e r s  a n d  d u t i e s .  D i r e c t o r s  
a r e  r e q u i r e d  t o  m e e t  a n d  e l e c t  o f f i c e r s ,  r e s o l v e  c o r p o r a t e  p o l i c i e s  a n d  
p r a c t i c e s ,  a n d  b e g i n  b u s i n e s s .  
R e p o r t s  m u s t  b e  f i l e d  w i t h  t h e  s t a t e  w h e n  t h e  c o r p o r a t i o n  d o e s  
c e r t a i n  t h i n g s  s u c h  a s  i n c r e a s i n g  i t s  c a p i t a l i z a t i o n  o r  i s s u i n g  a d d i t i o n a l  
s h a r e s .  A n  a n n u a l  r e p o r t  o f  b u s i n e s s  m u s t  a l s o  b e  f i l e d .  
A  c o r p o r a t i o n  i s  r e q u i r e d  t o  k e e p  c o r r e c t  a n d  c o m p l e t e  b o o k s  a n d  
r e c o r d s  o f  a c c o u n t ,  m i n u t e s  o f  t h e  m e e t i n g s  o f  i t s  s h a r e h o l d e r s  a n d  
b o a r d  o f  d i r e c t o r s ,  a n d  a  r e c o r d  o f  i t s  s h a r e h o l d e r s ,  t h e i r  a d d r e s s e s ,  
a n d  t h e  n u m b e r  a n d  c l a s s  o f  s h a r e s  h e l d  b y  e a c h .  
T h e  s a l e s  o f  s h a r e s  i n  a  f a r m  c o r p o r a t i o n  u s u a l l y  a r e  e x e m p t  f r o m  
r e g i s t r a t i o n  u n d e r  t h e  s e c u r i t i e s  l a w s ,  b u t  t h e  p o s s i b i l i t y  o f  c o m i n g  
u n d e r  t h e m  s h o u l d  b e  c a r e f u l l y  c h e c k e d .  I n  s o m e  c a s e s ,  a  f a r m  c o r ­
p o r a t i o n  m a y  h a v e  t o  f u l f i l l  r e g i s t r a t i o n  r e q u i r e m e n t s  o f  t h e  I l l i n o i s  
S e c u r i t i e s  L a w .  T h e  F e d e r a l  S e c u r i t i e s  A c t  r e q u i r e s  r e g i s t r a t i o n  o f  
s e c u r i t i e s  w h e n  a n  i s s u e  o v e r  $ 3 0 0 , 0 0 0  i s  o f f e r e d  t o  t h e  p u b l i c .  
H o w  I s  t h e  F a r m  B u s i n e s s  I n c o r p o r a t e d ?  
A n y  t h r e e  o r  m o r e  p e r s o n s  2 1  y e a r s  o r  o l d e r  w h o  a g r e e  t o  b u y  o n e  
o r  m o r e  s h a r e s  ( o r  t r a d e  t h e m  f o r  c a p i t a l  a s s e t s )  i n  t h e  p r o p o s e d  
c o r p o r a t i o n  m a y  i n c o r p o r a t e  a  b u s i n e s s .  
A t  l e a s t  $ 1 , 0 0 0  m u s t  b e  p a i d  i n t o  t h e  b u s i n e s s  b e f o r e  i t  c a n  b e g i n  
o p e r a t i o n  a s  a  c o r p o r a t i o n .  
T h e  u s u a l  s t e p s  i n  f o r m i n g  a  c o r p o r a t i o n  a r e :  
a )  T h e  i n c o r p o r a t o r s  ( 1 )  f i l e  a n  a p p l i c a t i o n  t o  r e s e r v e  a  c o r ­
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porate name, (2) make a preincorporation agreement, (3) draft, sign, 
verify, and file the Articles of Incorporation and pay initial fees. 
b) Capital is turned over to the corporation and stock issued 
in return. In some cases bonds may be issued in addition to shares of 
stock (see f), page 20). 
c) The shareholders meet to elect directors. 
d) The directors meet, elect officers, adopt by-laws (unless the 
Articles of Incorporation give this power to the shareholders), and 
begin business in the name of the corporation. 
Forms to be filed with the State may be obtained from the Secre­
tary of State's office. See pages 32 through 44 for examples of forms 
and agreements. 
The following sections discuss in detail the incorporation pro­
cedure and its purpose. 
The preincorporation (shareholders) agreementl 
This agreement is not legally necessary but highly desirable. It 
serves as a guide for the incorporators while the corporation is still in 
its formative stages and unable to act for itself. It may also be used 
to restrict the rights of shareholders in the purchase and transfer of 
shares, and to restrict the powers and duties of directors, officers, and 
shareholders in the operation of the business. 
A preincorporation agreement for a farm corporation will usually 
include the following: 
a) Agreement to incorporate. The incorporators agree that the 
corporation shall be organized, that it shall issue a given kind and 
number of shares, and that they agree to buy these shares in stated 
amounts. One or more of the prospective shareholders agree to per­
form the acts necessary to bring the corporation into legal existence. 
b) Naming of employees, directors, officers, and their salaries. 
The agreement may name the shareholders who will work for the 
corporation, their duties, and their salaries. Since in a farm cor­
poration the shareholders themselves usually will act as directors and 
officers, the agreement should state which position each will occupy. 
To be legally enforceable, such a provision must be carefully worded 
so it will not encroach upon the rights of shareholders to elect direc­
tors, and of directors to elect officers. For example, if Robert Wilson 
is to be chairman of the board of directors and president of Wilshire 
1 A sample preincorporation agreement for a farm corporation appears on 
pages 32 through 35. 
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F a r m s ,  I n c . ,  t h e  a g r e e m e n t  w o u l d  s t a t e  t h a t  M r .  R o b e r t  W i l s o n  w i l l  
p e r f o r m  c e r t a i n  d u t i e s  a s  a n  e m p l o y e e  o f  t h e  c o r p o r a t i o n  a t  a  s p e c i f i e d  
s a l a r y  a n d ,  i f  h e  i s  e l e c t e d  p r e s i d e n t  a n d  c h a i r m a n  o f  t h e  b o a r d  o f  
d i r e c t o r s ,  w i l l  s e r v e  a s  s u c h ,  a n d  p e r f o r m  t h e  d u t i e s  o f  t h o s e  o f f i c e s  
w i t h o u t  a d d i t i o n a l  c o m p e n s a t i o n .  I n  t h i s  w a y ,  w h e n  t h e  c o r p o r a t i o n  
a d o p t s  t h e  c o n t r a c t ,  i t  h a s  t o  p a y  R o b e r t  W i l s o n  t h e  a g r e e d  s a l a r y ,  
m a k i n g  i t  a  p r a c t i c a l  n e c e s s i t y  t h a t  h e  b e  e l e c t e d  a s  p r e s i d e n t  a n d  
c h a i r m a n  o f  t h e  b o a r d  o f  d i r e c t o r s  o f  W i l s h i r e  F a r m s ,  I n c .  
D e c i s i o n s  o f  d i r e c t o r s  a n d  o f f i c e r s  w h i c h  t h e  i n c o r p o r a t o r s  f e e l  
s h o u l d  r e q u i r e  u n a n i m o u s  a p p r o v a l  m a y  b e  i n c l u d e d  i n  t h i s  a g r e e m e n t  
a n d  l a t e r  w r i t t e n  i n t o  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  a n d  b y - l a w s .  
R e g u l a t i o n  o f  s h a r e h o l d e r s '  v o t e s  a n d  q u o r u m  r e q u i r e m e n t s  m u s t  b e  
m a d e  a  p a r t  o f  t h e  b y - l a w s ,  b u t  a l s o  m a y  b e  i n c l u d e d  i n  t h i s  a g r e e m e n t  
f o r  l a t e r  a d o p t i o n  a s  b y - l a w s .  
c )  R e s t r i c t i o n  o n  s t o c k  t r a n s f e r s .  R e s t r i c t i o n s  m a y  b e  u s e d  t o  
k e e p  c o r p o r a t e  c o n t r o l  a n d  a s s e t s  i n  t h e  h a n d s  o f  t h e  o r i g i n a l  o w n e r s  
o r  s e l e c t e d  s u c c e s s o r s .  T h e y  m a y  p r o v i d e  t h a t  i f  a n y  s h a r e h o l d e r  
r e s i g n s  f r o m  t h e  e m p l o y  o f  t h e  c o r p o r a t i o n ,  a t t e m p t s  t o  s e l l ,  p l e d g e ,  
o r  o t h e r w i s e  e n c u m b e r  h i s  s t o c k ,  b e c o m e s  i l l  o r  i n c a p a c i t a t e d  f o r  a  
c e r t a i n  p e r i o d  o f  t i m e ,  o r  d i e s ,  t h e  c o r p o r a t i o n  o r  t h e  o t h e r  s h a r e ­
h o l d e r s ,  i n  p r o p o r t i o n  t o  t h e i r  h o l d i n g s ,  s h a l l  h a v e  t h e  r i g h t  t o  p u r ­
c h a s e  h i s  s h a r e s .  I f  t h i s  o p t i o n  t o  b u y  i s  t o  b e  a  p e r m a n e n t  r e s t r i c t i o n ,  
i t  s h o u l d  a l s o  b e  i n c l u d e d  i n  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n .  
T h e s e  r e s t r i c t i o n s ,  h o w e v e r ,  m u s t  n o t  c a u s e  a n  u n r e a s o n a b l e  r e ­
s t r a i n t  o n  t h e  g e n e r a l  r i g h t  t o  t r a n s f e r  o w n e r s h i p  o f  p r o p e r t y .  T h e y  
c a n n o t ,  f o r  i n s t a n c e ,  r e q u i r e  t h a t  a  s h a r e h o l d e r  o b t a i n  t h e  c o n s e n t  o f  
a n  o f f i c e r ,  d i r e c t o r ,  o r  t h e  s h a r e h o l d e r s  o f  t h e  c o r p o r a t i o n  b e f o r e  h e  
c a n  s e l l  h i s  s h a r e s .  T h e  s h a r e h o l d e r  m a y  b e  r e q u i r e d  t o  o f f e r  h i s  s h a r e s  
f o r  s a l e  t o  t h e  c o r p o r a t i o n  o r  i t s  s h a r e h o l d e r s  b e f o r e  h e  c a n  o f f e r  t h e m  
f o r  s a l e  t o  a n  o u t s i d e r .  
A n  a g r e e m e n t  f o r  l i f e  i n s u r a n c e  o n  t h e  l i v e s  o f  t h e  i n d i v i d u a l  
s h a r e h o l d e r s  m a y  b e  u s e d  t o  s u p p l e m e n t  t h e  o p t i o n  t o  b u y  t h e  s h a r e s  
o f  a  d e c e a s e d  s h a r e h o l d e r .  T h e  s u r v i v i n g  s h a r e h o l d e r s ,  t h e  c o r p o r a ­
t i o n ,  o r  a n  i n d e p e n d e n t  t r u s t e e  i s  m a d e  b e n e f i c i a r y  o f  t h e  p o l i c y .  T h e  
p r o c e e d s  p r o v i d e  f u n d s  w i t h  w h i c h  t o  p a y  t h e  h e i r s ,  e x e c u t o r ,  o r  
a d m i n i s t r a t o r  o f  t h e  d e c e a s e d  s h a r e h o l d e r  f o r  t h e  v a l u e  o f  h i s  s h a r e s .  
( S e e  p a g e  3 4 . )  
d )  E v a l u a t i o n  o f  s h a r e s .  I f  t h e  m e t h o d  o f  v a l u i n g  t h e  s h a r e s  
i s  i n c l u d e d  i n  t h e  p r e i n c o r p o r a t i o n  a g r e e m e n t ,  i t  w i l l  r e d u c e  t h e  p o s ­
s i b i l i t y  o f  l a t e r  d i s a g r e e m e n t  w h e n  s h a r e s  a r e  t r a n s f e r r e d  t o  a  d i f f e r ­
e n t  o w n e r .  O n e  o r  m o r e  o f  t h e  f o l l o w i n g  m e t h o d s  m a y  b e  u s e d .  
( 1 )  B o o k  v a l u e  m e t h o d .  T h e  v a l u e  o f  s h a r e s  i s  e q u a l  t o  t h e  v a l u e  
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of the corporate assets as shown on the corporate books. This method 
is often used because it is simple to compute. Difficulty may arise, 
however, when determining the value of intangibles such as good will 
since book value seldom indicates the actual value of this kind of asset 
to the business. A provision for separate valuation of intangibles can 
be inserted to overcome this problem. 
Another difficulty may occur if book value does not reflect market 
value. For example, market value of assets may be quite different from 
book value in times of inflation or when there is a temporary shortage 
of certain items. Any attempt to correct for such variations becomes 
complicated. 
(2) Mutual agreement among the shareholders. By this method, 
either a majority or all of the shareholders fix the value of the shares. 
Some family-type corporations find it best to fix the value annually by 
majority vote, using this set value for all transfers during the next 
year. 
(3) Separate outside appraisal of the corporate assets. This is the 
best alternative for the other methods. Since it is the most expensive, 
one of the other methods should be used first. The agreement should 
cover the procedure for selecting appraisers. A statement might also 
be included making the appraisal binding on all parties. 
e) Term. The preincorporation agreement may be for a tem­
porary period or for a more permanent term. Usually the term is a set 
number of years (such as 5 or 10 years) and thereafter from year to 
year, thus continuing the agreement in force even after the corpora­
tion is organized. A clause can be inserted permitting the termination 
of this agreement by a majority (in number or interest) of the share­
holders. 
The Articles of Incorporation 
The Articles of Incorporation are the nucleus of the powers and 
limitations of the corporation and its shareholders. They should pro­
vide for possible future changes in size and type of farming operation 
since amendments must be filed and additional fees paid if the Articles 
prove to be insufficient. 
The Articles of Incorporation are filed on a standard form pro­
vided by the State. This form includes the sections listed below. 
a) Introduction. The complete names and addresses of the 
incorporators (minimum of three) must be listed. It is not necessary 
to include all of the prospective shareholders and in no case should 
more than five be listed. If there are less than three owners, a nominal 
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T h e  s i g n i n g  o f  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  i s  a n  i m p o r t a n t  s t e p  i n  t h e  l i f e  
o f  T i l l e r  F a r m s ,  I n c .  W h e n  t h e y  a r e  s t a m p e d  " f i l e d "  b y  t h e  S e c r e t a r y  o f  
S t a t e ,  t h e  c o r p o r a t i o n  b e g i n s  i t s  o f f i c i a l  e x i s t e n c e .  ( F i g .  3 )  
s h a r e h o l d e r  m a y  b e  s e l e c t e d  b y  t h e  o w n e r s  t o  s e r v e  a s  a n  i n c o r p o r a t o r .  
T h i s  i n c o r p o r a t o r  m u s t  a g r e e  t o  p u r c h a s e  a t  l e a s t  o n e  s h a r e  o f  s t o c k  i n  
t h e  c o r p o r a t i o n .  
b )  N a m e  o f  t h e  c o r p o r a t i o n .  I t  m a y  b e  a n y  n a m e  d e s i r e d  s o  
l o n g  a s  i t  i s  n o t  t h e  s a m e  a s ,  o r  d e c e p t i v e l y  s i m i l a r  t o ,  t h e  n a m e  o f  
a n y  o t h e r  c o r p o r a t i o n  o p e r a t i n g  i n  t h e  s t a t e .  I n  a d d i t i o n ,  t h e  n a m e  
m u s t  c o n t a i n  t h e  w o r d  " c o r p o r a t i o n , "  " c o m p a n y , "  " i n c o r p o r a t e d , "  o r  
" l i m i t e d , "  o r  m u s t  e n d  w i t h  a n  a b b r e v i a t i o n  o f  o n e  o f  t h e m .  
c )  R e g i s t e r e d  o f f i c e  a n d  a g e n t .  T h e  a d d r e s s  o f  t h e  i n i t i a l  r e g ­
i s t e r e d  o f f i c e ,  i n c l u d i n g  t h e  c o u n t y  i n  w h i c h  i t  i s  l o c a t e d  a n d  t h e  n a m e  
o f  t h e  i n i t i a l  r e g i s t e r e d  a g e n t  a t  t h a t  a d d r e s s ,  m u s t  b e  s t a t e d .  T h e  
i n i t i a l  r e g i s t e r e d  o f f i c e  n e e d  n o t  b e  t h e  p r i n c i p a l  p l a c e  o f  b u s i n e s s  o f  
t h e  c o r p o r a t i o n  a n d  t h e  i n i t i a l  r e g i s t e r e d  a g e n t  n e e d  n o t  b e  o n e  o f  t h e  
s h a r e h o l d e r s .  T h e  p u r p o s e  o f  t h i s  i n f o r m a t i o n  i s  t o  t e l l  t h e  s t a t e  
w h e r e  i t  m a y  c o n t a c t  t h e  c o r p o r a t i o n .  O f f i c i a l  n o t i c e s  a n d  s u m m o n s e s  
w i l l  b e  s e n t  t o  t h i s  n a m e  a n d  a d d r e s s .  O r d i n a r i l y  t h e  f a r m  a d d r e s s  i s  
t h e  i n i t i a l  r e g i s t e r e d  o f f i c e  a n d  a  s h a r e h o l d e r  w h o  l i v e s  t h e r e  i s  t h e  
i n i t i a l  r e g i s t e r e d  a g e n t .  
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If the corporation desires at a later time to change its registered 
office or registered agent, it must file a statement of the change with 
the Secretary of State. 
d) Duration. The duration of a farm corporation usually is 
"perpetual." This means that the corporation will continue as a legal 
entity until it is formally dissolved by operation of law. 
e) Purposes. A corporation has only the power to carry out 
the general purposes provided by law plus those stated in this article. 
This section should be brief and comprehensive, making the purposes 
very broad to cover any possible sideline business the corporation may 
enter. 
The general purpose will be to engage in the farming business. If 
the business includes dealerships or distribution rights, these purposes 
can be specifically included. In addition, a "catch-all" clause can 
authorize all business necessary or reasonably related to the primary 
business purpose of farming. 
Although the "purpose" article has been the subject of much con­
troversy in the past, it is now usually liberally interpreted by the 
courts and raises no problems if carefully drafted. 
f) Shares of stock. The class, number, and value of authorized 
shares of stock as well as any preferences or restrictions with respect 
to the classes must be included. 
Shares may be par or no par value and common or preferred class. 
Par shares have a predetermined and stated face value. No par shares 
have no value stated on their face. They represent a proportionate inter­
est in the business and the board of directors (the incorporators until 
the corporation is formed) sets the value at which they are issued. 
Shares classed as common shares can pay dividends only when the 
directors declare a dividend out of current or past earnings as long 
as the corporation remains solvent. The dividend must be the same 
for each share. 
Holders of preferred shares, on the other hand, are entitled to 
receive dividends (up to a fixed amount) according to the terms of 
the contract. Usually such dividends must be paid before any dividends 
may be paid on common shares or earnings be accumulated in the 
corporation. No par common shares are usually the most satisfactory 
class to authorize in a farm corporation. They allow greater flexibility 
of value and a simple financial structure. 
Usually there is no advantage in complicating the structure of a 
farm corporation by issuing more than one class of shares. In some 
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s i t u a t i o n s ,  h o w e v e r ,  i t  m a y  b e  d e s i r a b l e  t o  a u t h o r i z e  p r e f e r r e d  s h a r e s  
i n  a d d i t i o n  t o  c o m m o n  s h a r e s .  P r e f e r r e d  s h a r e s  m a y  b e  e s p e c i a l l y  u s e ­
f u l  w h e n  o n e  o r  m o r e  s h a r e h o l d e r s  ( f o r  e x a m p l e  a  l a n d l o r d  o r  a  
r e t i r e d  p a r e n t )  c o n t r i b u t e s  c o n s i d e r a b l e  c a p i t a l  t o  t h e  b u s i n e s s  b u t  
d o e s  n o t  t a k e  a n  a c t i v e  p a r t  i n  i t s  o p e r a t i o n  a s  a n  o f f i c e r  o r  e m p l o y e e .  
W h e n  t h e  c l a s s e s  o f  s h a r e s  h a v e  b e e n  d e t e r m i n e d ,  t h e  n e x t  s t e p  i s  
t o  d e c i d e  h o w  m a n y  s h a r e s  t o  a u t h o r i z e  a n d  w h a t  t h e  v a l u e  p e r  s h a r e  
w i l l  b e .  S i n c e  I l l i n o i s  d o e s  n o t  t a x  t h e  n u m b e r  o f  s h a r e s  a u t h o r i z e d ,  i t  
i s  a  g o o d  p o l i c y  t o  a u t h o r i z e  t w i c e  a s  m a n y  s h a r e s  a s  t h e  c o r p o r a t i o n  
i n t e n d s  t o  i s s u e .  T h i s  a l l o w s  f o r  l a t e r  e x p a n s i o n  o r  a n  i n c r e a s e  i n  t h e  
n u m b e r  o f  s h a r e h o l d e r s  w i t h o u t  h a v i n g  t o  a m e n d  t h e  A r t i c l e s  o f  
I n c o r p o r a t i o n .  T h e  n u m b e r  o f  s h a r e s  i n  t h e  o r i g i n a l  i s s u e  s h o u l d  
a p p r o x i m a t e  t h e  v a l u e  o f  t h e  b u s i n e s s  a s s e t s  d i v i d e d  b y  t h e  v a l u e  p e r  
s h a r e .  
T h e  v a l u e  p e r  s h a r e  s h o u l d  b e  s e t  l o w  e n o u g h  t h a t  t h e r e  w i l l  b e  
a  s u f f i c i e n t  n u m b e r  o f  s h a r e s  t o  a l l o w  s m a l l  p o r t i o n s  o f  t h e  c a p i t a l  t o  
b e  t r a n s f e r r e d  e a s i l y .  T h e  m a n n e r  i n  w h i c h  t h e  f e d e r a l  s t a m p  t a x  i s  
c a l c u l a t e d ,  h o w e v e r ,  m a k e s  i t  i m p r a c t i c a l  t o  i s s u e  a n  e x c e s s i v e  n u m b e r  
o f  s h a r e s .  
M o s t  f a r m  c o r p o r a t i o n s  s h o u l d  i s s u e  n o  p a r  s h a r e s  a t  a  p r i c e  f i x e d  
a t  $ 1 0  t o  $ 1 0 0  e a c h .  T o  t a k e  f u l l  a d v a n t a g e  o f  t h e  f e d e r a l  s t a m p  t a x  
p r o v i s i o n s  a n d  s t i l l  d i v i d e  t h e  a s s e t s  a d e q u a t e l y ,  i t  i s  s u g g e s t e d  t h a t  
s h a r e s  b e  s o l d  f o r  $ 2 0
1  
e a c h  i f  t h e  t o t a l  c o r p o r a t e  a s s e t s  d o  n o t  e x c e e d  
$ 1 0 , 0 0 0 ,  a n d  f o r  $ 1 0 0  e a c h  i f  t h e y  a r e  o v e r  t h i s  a m o u n t .  
g )  N u m b e r  o f  d i r e c t o r s .  S i n c e  t h e  s h a r e h o l d e r s  w i l l  a l s o  b e  
t h e  d i r e c t o r s  i n  a  f a r m  c o r p o r a t i o n ,  t h e  n u m b e r  o f  d i r e c t o r s  w i l l  u s u a l l y  
b e  d e t e r m i n e d  b y  t h e  n u m b e r  o f  s h a r e h o l d e r s  o w n i n g  t h e  b u s i n e s s .  T h e  
l a w  r e q u i r e s  t h a t  a  m i n i m u m  o f  t h r e e  d i r e c t o r s  b e  e l e c t e d  a n d  o r d i n a r i l y  
i t  i s  i m p r a c t i c a l  t o  e l e c t  m o r e  t h a n  n i n e .  .  
h )  E s t i m a t e  o f  a s s e t s  a n d  i n c o m e .  T h e  A r t i c l e s  o f  I n c o r p o r a ­
t i o n  m u s t  i n c l u d e  a n  e s t i m a t e  o f  t h e  p r o p e r t y  t o  b e  o w n e d  b y  t h e  
c o r p o r a t i o n  f o r  t h e  f o l l o w i n g  y e a r  a n d  a n  e s t i m a t e  o f  t h e  p r o p e r t y  t o  
b e  o w n e d  w i t h i n  t h e  s t a t e  f o r  t h e  s a m e  p e r i o d .  I n  a d d i t i o n  t h e y  m u s t  
g i v e  a n  e s t i m a t e  o f  t h e  g r o s s  a m o u n t  o f  b u s i n e s s  w h i c h  w i l l  b e  t r a n s ­
a c t e d  a n d  t h e  a m o u n t  t o  b e  t r a n s a c t e d  i n  I l l i n o i s .  U n l e s s  t h e r e  i s  o u t ­
o f - s t a t e  p r o p e r t y  o r  o u t - o f - s t a t e  b u s i n e s s ,  t h e s e  e s t i m a t e s  a r e  t h e  s a m e .  
T h i s  i n f o r m a t i o n  i s  u s e d  t o  d e t e r m i n e  t h e  a m o u n t  o f  t h e  f r a n c h i s e  t a x .  
1  I f  l o w - v a l u e  s h a r e s  a r e  t o  b e  i s s u e d  ( $ 1 - $ 1 0 ) ,  t h e  s t a m p  t r a n s f e r  t a x  i s  
l e s s  w h e n  p a r  v a l u e  s h a r e s  a r e  u s e d .  
17 Corporations in the Farm Business 
i) Oath and acknowledgment. When the Articles of Incorpora­
tion are completed, any three incorporators declare by signing them 
that the statements made therein are true. The acknowledgment of 
signatures is then notarized. 
Two completed copies of the Articles must be sent to the Secretary 
of State along with the incorporation fees. If they are in proper order, 
the Secretary files one copy in his office and returns the other to the 
incorporators along with a Certificate of Incorporation. 
When the Secretary of State stamps "filed" on the Articles, the 
corporation becomes a legal entity of its own and is in official existence. 
The Certificate and the Articles of Incorporation that are returned 
to the incorporators must be filed for record within 15 days in the 
office of the Recorder of Deeds of the county in which the registered 
office of the corporation is located. 
An example of completed Articles of Incorporation for a farm 
business is on pages 35 through 37. 
Initial fees and federal stamp tax 
The initial fees are sent with the Articles of Incorporation to the 
Secretary of State. They are computed on the basis of the information 
in the Articles and are listed below. 
a) A filing fee of $20, charged for filing the Articles and issuing 
the Certificate of Incorporation. 
b) The initial license fee of 50 cents per $1,000 of stated capital 
and paid-in surplus that the corporation proposes to exchange for 
shares without further report. 
c) The initial franchise tax, determined in the same way as the 
initial license fee except that it is assessed on a monthly basis. The 
tax is computed using July 1 as the beginning of the year. The monthly 
rate is one-twelfth of 50 cents per $1,000 of stated capital and paid-in 
surplus, or about 4.2 cents per month per $1,000. 
The minimum initial franchise tax payable for a 12-month period 
is $10 regardless of the amount of stated capital and paid-in surplus. 
This minimum varies proportionately with the number of months 
involved and is less than $10 for a period of less than 12 months. 
A different method of computation must be used if out-of-state 
property is owned by the corporation or if any business is transacted 
out of the state. 
d) A federal stamp tax is paid on the original issuance of 
shares. On no par stock the tax is computed on the basis of the actual 
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v a l u e  o f  e a c h  s t o c k  c e r t i f i c a t e .  T h i s  v a l u e  i s  t h e  v a l u e  o f  e a c h  s h a r e  
t i m e s  t h e  n u m b e r  o f  s h a r e s  r e p r e s e n t e d  b y  t h e  c e r t i f i c a t e .  I f  t h e  a c t u a l  
v a l u e  p e r  s h a r e  i s  $ 1 0 0  o r  m o r e ,  t h e  r a t e  i s  1 1  c e n t s  o n  e a c h  $ 1 0 0  o r  
f r a c t i o n  t h e r e o f .  O n  s h a r e s  v a l u e d  a t  l e s s  t h a n  $ 1 0 0 ,  t h e  r a t e  i s  3  c e n t s  
o n  e a c h  $ 2 0  o r  f r a c t i o n  t h e r e o f .  F o r  e x a m p l e ,  t h e  t a x  o n  a  c e r t i f i c a t e  
r e p r e s e n t i n g  1 0  n o  p a r  s h a r e s  v a l u e d  a t  $ 1 0 5  p e r  s h a r e  ( t o t a l  v a l u e  o f  
t h e  c e r t i f i c a t e  - $ 1 , 2 5 0 )  i s  $ 1 . 2 1  ( 1 1  c e n t s  f o r  e a c h  $ 1 0 0  o f  v a l u e  p l u s  
1 1  c e n t s  f o r  t h e  $ 5 0  f r a c t i o n ) .  T h e r e  a r e  s i m i l a r  r a t e s  f o r  p a r  v a l u e  
s h a r e s .  
T h e  t a x  i s  p a i d  b y  p u r c h a s i n g  t h e  p r o p e r  n u m b e r  o f  t a x  s t a m p s  a t  
a  p o s t  o f f i c e .  T h e s e  s t a m p s  m u s t  b e  a f f i x e d  t o  t h e  s t o c k  b o o k s  a n d  
c a n c e l l e d  w h e n  t h e  s h a r e s  a r e  i s s u e d .  
T h e r e  i s  a l s o  a  f e d e r a l  s t a m p  t a x  o n  t h e  t r a n s f e r  o f  s h a r e s  a f t e r  
t h e y  a r e  i s s u e d .  
T h e  b y - l a w s  
A f t e r  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  a r e  d r a f t e d  a n d  f i l e d ,  t h e  
b y - l a w s  a r e  c o n s i d e r e d .  T h e  A r t i c l e s  a r e  m o r e  p e r m a n e n t  p r o v i s i o n s  
t h a n  t h e  b y - l a w s ,  a n d  a r e  p l a c e d  o n  p u b l i c  f i l e ,  t h e r e b y  g i v i n g  p e o p l e  
o u t s i d e  t h e  c o r p o r a t i o n  n o t i c e  o f  t h e m .  T h e  b y - l a w s  a r e  r e g u l a t i o n s  
o f  a  l e s s  p e r m a n e n t  n a t u r e  a n d  a r e  n o t  o n  f i l e  i n  a  p u b l i c  o f f i c e .  H o w ­
e v e r ,  s h a r e h o l d e r s  a r e  p r e s u m e d  t o  k n o w  t h e i r  c o n t e n t s  a n d  a r e  b o u n d  
b y  t h e m .  B y - l a w s  p r o v i d e  g e n e r a l  g u i d e s  u n d e r  w h i c h  t h e  b u s i n e s s  
w i l l  b e  c o n d u c t e d ,  s u p p l e m e n t e d  b y  r e s o l u t i o n s  o f  t h e  b o a r d  o f  d i r e c ­
t o r s  a n d  d a i l y  m a n a g e m e n t  d e c i s i o n s  o f  t h e  o f f i c e r s .  
T h e  B u s i n e s s  C o r p o r a t i o n  A c t  p r o v i d e s  t h a t  b y - l a w s  m a y  c o n t a i n  
a n y  p r o v i s i o n  f o r  t h e  r e g u l a t i o n  a n d  m a n a g e m e n t  o f  t h e  a f f a i r s  o f  t h e  
c o r p o r a t i o n  n o t  i n c o n s i s t e n t  w i t h  l a w  o r  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n .  
T h e  p r o v i s i o n s  l i s t e d  b e l o w  a r e  g e n e r a l l y  i n c l u d e d  i n  t h e  b y - l a w s .  
a )  N a m e ,  l o c a t i o n ,  s e a l ,  a n d  f i s c a l  y e a r .  T h e  n a m e  o f  t h e  c o r ­
p o r a t i o n  a n d  t h e  l o c a t i o n  o f  i t s  o f f i c e s  a n d  p l a c e s  o f  b u s i n e s s  ( o f t e n  
a l l o w i n g  t h e  d i r e c t o r s  t o  d e s i g n a t e  o t h e r  p l a c e s  o f  b u s i n e s s )  s h o u l d  b e  
i n  t h e  b y - l a w s .  
T h e  s e a l  o f  t h e  c o r p o r a t i o n  i s  d e s c r i b e d ,  a s  w e l l  a s  a u t h o r i z a t i o n  
f o r  i t s  u s e  a n d  c u s t o d y .  
T h e  f i s c a l  y e a r  o f  t h e  c o r p o r a t i o n ,  w h i c h  s h o u l d  c o i n c i d e  w i t h  t h e  
n a t u r a l  b u s i n e s s  y e a r ,  i s  u s u a l l y  i n c l u d e d .  
b )  S h a r e h o l d e r s '  m e e t i n g s .  P r o v i s i o n  s h o u l d  b e  m a d e  b o t h  f o r  
a n  a n n u a l  m e e t i n g  a n d  f o r  s p e c i a l  m e e t i n g s  o f  t h e  s h a r e h o l d e r s .  T h e  
a n n u a l  m e e t i n g  s h o u l d  f o l l o w  t h e  e n d  o f  t h e  c o r p o r a t i o n ' s  f i s c a l  y e a r  
w h e n  f i n a n c i a l  r e c o r d s  f o r  t h a t  y e a r  a r e  a v a i l a b l e .  S p e c i a l  m e e t i n g s  i n  
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a farm corporation will ordinarily be called by the president or at the 
request of two or more directors. 
The law requires notice of not less than 10 or more than 40 
days for annual and special shareholders' meetings. A period within 
this range usually is stated in the by-laws. A statement allowing share­
holders to waive notice should be included. 
The law requires that persons representing a majority of shares be 
at a shareholder's meeting before any business can be transacted. The 
by-laws cannot reduce this requirement but can provide that a higher 
percentage than a majority is necessary to legally act. 
c) Directors and their meetings. By-laws should provide for 
the number, qualifications, and election of directors. Since the farm 
corporation normally will elect all shareholders as directors, it can be 
required that a director must be a shareholder and that his office 
becomes vacant if he ceases to be a shareholder. The by-laws may also 
state that the first board of directors shall be elected at the organiza­
tion meeting of the incorporators and that thereafter the board shall 
be elected at each annual meeting. 
The annual meeting of directors should be held immediately follow­
ing the meeting of the shareholders and is primarily to elect officers. 
Provision for other regular meetings and special meetings of the direc­
tors and the notice required should be included. The president can 
be required to call a special meeting at the request of one-third or more 
of the directors. 
The Illinois Corporation Law states that a majority of the directors 
constitutes a quorum and that a vote of a majority of the quorum is 
sufficient to take legal action. However, the by-laws may require a 
two-thirds vote or a unanimous vote on certain management and policy 
decisions of a farm corporation. 
It may be wise to include a by-law stating that directors shall not 
engage in business transactions that compete with the corporation or 
which are against its best interests. 
d) Officers and their duties. By-laws should name corporate 
offices and outline the functions of those holding such offices. The 
law requires that officers include a president, one or more vice­
presidents, a secretary, and a treasurer. However, any two or more 
offices may be held by the same person except the offices of president 
and secretary. 
For the farm corporation, it is reasonable to require that officers 
also be directors of the corporation. A short, comprehensive statement 
defining their general duties is ordinarily sufficient. Specific details will 
be outlined by the directors in the form of resolutions. 
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T h e  b y - l a w s  s h o u l d  s t a t e  t h a t  t h e  d i r e c t o r s  m a y  a p p o i n t  a  p e r s o n  
t o  s e r v e  o u t  t h e  u n e x p i r e d  t e r m  o f  a n y  o f f i c e  b e c o m i n g  v a c a n t .  
A  s t a t e m e n t  t h a t  s a l a r i e s  w i l l  b e  f i x e d  f r o m  t i m e  t o  t i m e  b y  t h e  
b o a r d  o f  d i r e c t o r s  m a y  b e  a d d e d .  H o w e v e r ,  i f  a  p r e i n c o r p o r a t i o n  
a g r e e m e n t  r e g u l a t e s  t h i s ,  t h e  b y - l a w s  s h o u l d  r e f e r  t o  t h a t  a g r e e m e n t .  
e )  C a p i t a l  s t o c k .  I f  t h e  f a r m  c o r p o r a t i o n  h a s  o n l y  o n e  c l a s s  o f  
s t o c k ,  t h e s e  b y - l a w  p r o v i s i o n s  c a n  b e  s i m p l e .  T h e  l a w  r e q u i r e s  t h a t  a  
c e r t i f i c a t e  o f  s t o c k  b e  s i g n e d  b y  t h e  p r e s i d e n t  o r  a  v i c e - p r e s i d e n t  a n d  
t h e  s e c r e t a r y  o r  a n  a s s i s t a n t  s e c r e t a r y .  T h e  b y - l a w s  s h o u l d  d e s i g n a t e  
w h i c h  o f f i c e r s  a r e  a u t h o r i z e d  t o  s i g n  t h e  s t o c k  c e r t i f i c a t e s .  
T h e  b y - l a w s  s h o u l d  a l s o  r e f e r  t o  a n y  s t o c k  t r a n s f e r  r e s t r i c t i o n s  
a n d  v a l u a t i o n  m e t h o d s  w h i c h  m a y  b e  i n  t h e  p r e i n c o r p o r a t i o n  a g r e e ­
m e n t  i f  t h e y  a r e  t o  b e  r e t a i n e d  a s  a  p a r t  o f  t h e  c o r p o r a t e  s t r u c t u r e .  
f )  S p e c i a l  c o r p o r a t e  a c t s .  T h e  b y - l a w s  m a y  c o n t a i n  s p e c i a l  
p o w e r s  o f  t h e  c o r p o r a t i o n  r e l a t i n g  t o  n e g o t i a b l e  n o t e s ,  d e e d s ,  c o n t r a c t s ,  
b o n d s ,  m o r t g a g e s ,  e t c .  
F i n a n c i n g  a  c o r p o r a t i o n  i s  n o t  l i m i t e d  t o  u s i n g  s h a r e s  o f  s t o c k .  
B o n d s  o r  s i m i l a r  p a p e r  ( d e b e n t u r e s  f o r  e x a m p l e )  m a y  b e  u s e d  t o  
f u r n i s h  p a r t  o f  t h e  c a p i t a l  o r  t o  g i v e  c e r t a i n  f a m i l y  m e m b e r s  a n  i n t e r e s t  
i n  t h e  f a r m  c o r p o r a t i o n .  B o n d s  h a v e  a t  l e a s t  t w o  i n c o m e  t a x  a d v a n t a g e s  
o v e r  s h a r e s  o f  s t o c k .  T h e  c o r p o r a t i o n  m a y  d e d u c t  i n t e r e s t  o n  b o n d s ,  
w h i l e  i t  m a y  n o t  d e d u c t  d i v i d e n d s  p a i d  o n  s t o c k .  C o r p o r a t i o n  e a r n i n g s  
c a n  b e  t r a n s f e r r e d  t o  b o n d  h o l d e r s  b y  r e d e e m i n g  t h e  b o n d s ,  w h i c h  
r a i s e s  f e w e r  t a x  q u e s t i o n s  t h a n  r e d e e m i n g  s t o c k .  
T h e  u s e  o f  b o n d s  a l s o  h a s  t h e  a d v a n t a g e  o f  s e p a r a t i n g  f i n a n c i a l  
i n t e r e s t s  f r o m  c o r p o r a t i o n  m a n a g e m e n t .  B o n d h o l d e r s  h a v e  n o  v o t e  a t  
s h a r e h o l d e r s '  m e e t i n g s .  T h i s  m a y  b e  i m p o r t a n t  w h e n  o b t a i n i n g  c a p i t a l  
f r o m  o u t s i d e  s o u r c e s  o r  w h e n  g i v i n g  a n  i n t e r e s t  t o  a  f a m i l y  m e m b e r  
w h o  i s  n o t  a c t i v e  i n  t h e  f a r m  b u s i n e s s .  
H o w e v e r ,  d e s p i t e  t h e s e  a d v a n t a g e s ,  t h e r e  w i l l  b e  l i t t l e  n e e d  a n d  
e v e n  l e s s  d e s i r e  t o  u s e  b o n d s  o r  d e b e n t u r e s  i n  c l o s e  f a m i l y  f a r m  
c o r p o r a t i o n s .  E a r n i n g s  c a n  b e  s i p h o n e d  o u t  o f  t h e  c o r p o r a t i o n  t h r o u g h  
s a l a r i e s  a n d  b o n u s e s .  B o n d s  a r e  n o t  n e e d e d  t o  d o  t h i s .  M e m b e r s  o f  
t h e  f a m i l y  w h o  f u r n i s h  c a p i t a l  w i l l  w a n t  s h a r e s  o f  s t o c k  a n d  n o t  
b o n d s  b e c a u s e  t h e y  e x p e c t  t h e  s h a r e s  t o  g r o w  i n  v a l u e  a n d  t h e y  u s u a l l y  
l i k e  t o  h a v e  a  v o i c e  i n  t h e  c o r p o r a t e  m a n a g e m e n t .  
g )  M i s c e l l a n e o u s  p r o v i s i o n s .  S e v e r a l  i t e m s  m a y  b e  i n c l u d e d  
s u c h  a s  ( I )  a u t h o r i t y  f o r  d i r e c t o r s  t o  o p e n  b a n k  a c c o u n t s ,  ( 2 )  l i a b i l i t y  
i n s u r a n c e  o n  t h e  o f f i c e r s  a n d  d i r e c t o r s ,  a n d  ( 3 )  t h e  m a n n e r  i n  w h i c h  
n o t i c e s  o f  m e e t i n g s  s h a l l  b e  g i v e n  a n d  h o w  t h e y  m a y  b e  w a i v e d .  A n y  
o t h e r  m a t t e r s  p e c u l i a r  t o  t h e  p a r t i c u l a r  c o r p o r a t i o n  s h o u l d  b e  i n c l u d e d  
h e r e .  
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h) Amendment of by-laws. Since the directors of the farm cor­
poration usually are also the shareholders, there is no advantage in 
requiring a shareholders' vote to amend the by-laws. Therefore power 
to amend them at any time should be given to the board of directors. 
An example of by-laws for a farm corporation is found on pages 
37 to 42. 
Restrictions on stock transfer 
Control over the transfer of corporate shares can regulate the 
ownership of a corporation and affect the continuity of its management 
and business operations. Shareholders of a farm corporation therefore 
usually wish to place certain restrictions on the transfer of the cor­
poration's shares. 
Desired stock transfer restrictions should be first stated in the 
preincorporation agreement. Then, so that they will apply after the 
corporation is organized, they should be placed in the by-laws or in 
the Articles of Incorporation. 
When the restrictions on its transfer are displayed on the face of 
the stock certificate, prospective buyers are duly notified of their 
nature and extent. If a transfer is not made in accordance with these 
restrictions it is invalid and may be set aside. 
How Is the Incorporated Business Operated? 
Management - division of authority 
The farm corporation has the same operating decisions to make as 
does the farm partnership, the landlord and tenant, or the single 
owner-operator. A corporate management system, however, handles 
such problems in a slightly different way than they would be handled 
in the other types of business organizations. 
There are three different management groups in a corporation. 
They are the shareholders, the directors, and the officers. Each group 
has the power to authorize certain things and perform certain acts in 
the operation of the corporation. Since the shareholders are usually 
also the directors and the officers in a farm corporation, the same 
people will be performing the functions of all three groups. However, 
it is important to know the separate functions of each group so that 
each person will act in his proper capacity. 
The three management groups, in the order of their ultimate con­
trolling power, are discussed below. 
a) Shareholders. 
(I) Rights and duties. Shareholders have the right to vote on 
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q u e s t i o n s  b e f o r e  t h e m ,  c a s t i n g  o n e  v o t e  o n  e a c h  q u e s t i o n  f o r  e a c h  
s h a r e  o f  s t o c k  w h i c h  t h e y  o w n .  T h e y  h a v e  t h e  r i g h t  t o  d i r e c t  t h e  a f f a i r s  
o f  t h e  c o r p o r a t i o n  t h r o u g h  d i r e c t o r s  e l e c t e d  b y  t h e m .  
I n  t h e  e l e c t i o n  o f  d i r e c t o r s ,  e a c h  s h a r e h o l d e r  i s  e n t i t l e d  t o  v o t e s  
e q u a l  t o  t h e  n u m b e r  o f  h i s  s h a r e s  m u l t i p l i e d  b y  t h e  n u m b e r  o f  d i r e c ­
t o r s  t o  b e  e l e c t e d .  H e  m a y  c a s t  a l l  h i s  v o t e s  f o r  o n e  d i r e c t o r  o r  d i s ­
t r i b u t e  t h e m  a m o n g  a n y  n u m b e r  o f  t h e m  a s  h e  s e e s  f i t .  S h a r e h o l d e r s  
a l s o  h a v e  t h e  s o l e  p o w e r  t o  r e m o v e  d i r e c t o r s  b y  a  n o t i c e  a n d  h e a r i n g  
i f  t h e r e  i s  s u f f i c i e n t  c a u s e  t o  d o  s o .  
S h a r e h o l d e r s  t r a n s a c t  a l l  o f  t h e i r  b u s i n e s s  a t  a n n u a l  a n d  s p e c i a l  
m e e t i n g s .  H o w e v e r ,  a n y  a c t i o n  w h i c h  m a y  b e  t a k e n  t h e r e  a l s o  m a y  b e  
t a k e n  w i t h o u t  s u c h  m e e t i n g s  i f  a l l  t h e  s h a r e h o l d e r s  g i v e  t h e i r  w r i t t e n  
c o n s e n t  ( s e e  p a g e  4 4  f o r  a n  e x a m p l e  o f  a  c o n s e n t  f o r m ) .  A c t i o n  b y  
c o n s e n t  w o u l d  b e  e x p e c t e d  i n  a  f a r m  c o r p o r a t i o n  w h e r e  t h e  s h a r e ­
h o l d e r s  a r e  w e l l  a c q u a i n t e d  a n d  w o r k  c l o s e l y  i n  t h e  b u s i n e s s ,  o r  i f  o n e  
o r  m o r e  s h a r e h o l d e r s  l i v e  a  c o n s i d e r a b l e  d i s t a n c e  f r o m  t h e  f a r m  
b u s i n e s s .  
T h e  p o w e r  t o  m a k e ,  a l t e r ,  a m e n d ,  o r  r e p e a l  t h e  b y - l a w s  o f  t h e  
c o r p o r a t i o n  m a y  b e  g i v e n  t o  t h e  s h a r e h o l d e r s  i n  t h e  A r t i c l e s  o f  I n ­
c o r p o r a t i o n .  O t h e r w i s e  t h e  d i r e c t o r s  h a v e  t h i s  p o w e r .  S h a r e h o l d e r s  
m a y  a m e n d  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n  i f  a  r e s o l u t i o n  o f  a m e n d m e n t ,  
a d o p t e d  b y  t h e  b o a r d  o f  d i r e c t o r s ,  i s  s u b m i t t e d  t o  t h e m  a n d  p a s s e d  b y  
a  t w o - t h i r d s  v o t e .  
M e e t i n g s  o f  s h a r e h o l d e r s  m u s t  b e  i n  a c c o r d a n c e  w i t h  t h e  b y - l a w s .  
U n l e s s  t h e  l a w ,  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n ,  o r  t h e  b y - l a w s  r e q u i r e  
a  g r e a t e r  v o t e  t o  p a s s  o n  a  p a r t i c u l a r  q u e s t i o n ,  a  m a j o r i t y  v o t e  o f  
s h a r e s  p r e s e n t  i s  s u f f i c i e n t  t o  a p p r o v e  a n y  r e s o l u t i o n  w h i c h  i s  p r o p e r l y  
b e f o r e  t h e  s h a r e h o l d e r s .  
A  s h a r e h o l d e r  h a s  t h e  r i g h t  t o  e x a m i n e  t h e  b o o k s  a n d  r e c o r d s  o f  
t h e  c o r p o r a t i o n  f o r  a  " p r o p e r  p u r p o s e . "  A l m o s t  a n y  r e a s o n a b l e  p u r p o s e  
i s  c o n s i d e r e d  b y  l a w  t o  b e  a  " p r o p e r  p u r p o s e . "  T h e  b y - l a w s  m a y  s t a t e  
t h a t  t h e  s h a r e h o l d e r s  m a y  e x a m i n e  t h e  b o o k s  a t  a n y  t i m e  i f  i t  i s  i n  
c o n n e c t i o n  w i t h  t h e  c o r p o r a t i o n  b u s i n e s s .  
A  s h a r e h o l d e r  h a s  t h e  r i g h t  t o  s u e  i n  t h e  n a m e  o f  t h e  c o r p o r a t i o n  
t o  p r o t e c t  i t s  i n t e r e s t s .  T o  d o  s o ,  h o w e v e r ,  t h e  s h a r e h o l d e r  m u s t  f i r s t  
h a v e  t h e  b o a r d  o f  d i r e c t o r s  r e f u s e  h i s  d e m a n d  t o  t a k e  l e g a l  a c t i o n .  
T h e  s h a r e h o l d e r s  o f  a  c o r p o r a t i o n ,  b y  g i v i n g  t h e i r  u n a n i m o u s  
w r i t t e n  c o n s e n t ,  m a y  e l e c t  t o  v o l u n t a r i l y  d i s s o l v e  t h e  c o r p o r a t i o n  a n d  
w i n d  u p  i t s  a f f a i r s .  W h e n  t h e  p r e s i d e n t  o r  v i c e - p r e s i d e n t  r e c e i v e s  s u c h  
w r i t t e n  c o n s e n t ,  h e  m u s t  c a r r y  o u t  t h e  d i s s o l u t i o n  a c c o r d i n g  t o  t h e  l a w .  
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Ultimate control of a corporation rests in the shareholders, who have the 
right to vote on each question put before them. Each shareholder has one 
vote for each share of stock he owns on any such question. (Fig. 4) 
(2) Liabilities. Since a corporation is a separate entity from its 
shareholders, the general rule is that a claim against the corporation 
is not a liability of the shareholders. If a shareholder has agreed with 
a creditor to personally bind himself for a corporate debt, however, 
his personal assets are subject to the claim. Also, a person who has 
agreed to buy shares of the corporation for a certain price may be held 
liable for the unpaid balance of the purchase price. 
A shareholder is not liable for injuries committed by agents or 
employees of the corporation unless he was personally responsible for 
or participated in the wrongful act. 
b) Directors. 
(1) N umber, term, qualifications. A director is considered an 
officer of the corporation and a "fiduciary" to the shareholders (he 
occupies a position of trust and confidence). He is entrusted with the 
management of the business for the common benefit of each and every 
shareholder. 
The number of directors to be elected at the first meeting of the 
shareholders is fixed by the Articles of Incorporation and remains the 
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s a m e  a t  s u b s e q u e n t  e l e c t i o n s  u n l e s s  a  d i f f e r e n t  n u m b e r  i s  f i x e d  b y  
t h e  b y - l a w s .  A l l  d i r e c t o r s  a r e  e l e c t e d  a t  e a c h  a n n u a l  m e e t i n g  o f  t h e  
s h a r e h o l d e r s  a n d  h o l d  o f f i c e  f o r  t h e  f o l l o w i n g  y e a r .  
I f  a  v a c a n c y  o c c u r s  o n  t h e  b o a r d  o f  d i r e c t o r s  b e c a u s e  o f  d e a t h ,  
r e s i g n a t i o n ,  o r  o t h e r  c a u s e ,  a  m e e t i n g  o f  t h e  s h a r e h o l d e r s  m u s t  b e  h e l d  
t o  f i l l  t h e  v a c a n c y .  U n t i l  t h e  v a c a n c y  i s  f i l l e d ,  t h e  r e m a i n i n g  d i r e c t o r s  
a c t  a s  t h e  f u l l  b o a r d .  A  d i r e c t o r  i s  f r e e  t o  r e s i g n  a t  w i l l ,  a n d  h i s  
r e s i g n a t i o n  i s  v a l i d  e v e n  i f  i t  i s  n o t  a c c e p t e d  b y  t h e  s h a r e h o l d e r s .  
A  d i r e c t o r  s h o u l d  n o t  e n g a g e  i n  b u s i n e s s  t r a n s a c t i o n s  w h i c h  c o n ­
f l i c t  w i t h  h i s  d u t i e s  a s  a  d i r e c t o r  o f  t h e  c o r p o r a t i o n .  I f  i t  i s  f a i r  t o  
t h e  c o r p o r a t i o n  h o w e v e r ,  h e  m a y  e n t e r  i n t o  o u t s i d e  t r a n s a c t i o n s  f o r  h i s  
o w n  p e r s o n a l  b e n e f i t ,  e v e n  t o  t h e  e x t e n t  o f  g o i n g  i n t o  a  b u s i n e s s  o f  t h e  
s a m e  n a t u r e  a s  t h a t  o f  t h e  c o r p o r a t i o n .  
( 2 )  P o w e r s  a n d  d u t i e s  - m e e t i n g s .  T h e  B u s i n e s s  C o r p o r a t i o n  
A c t  s t a t e s  t h a t  t h e  b u s i n e s s  a n d  a f f a i r s  o f  a  c o r p o r a t i o n  s h a l l  b e  
m a n a g e d  b y  a  b o a r d  o f  d i r e c t o r s .  T h e  I l l i n o i s  c o u r t s  h a v e  i n t e r p r e t e d  
t h i s  t o  m e a n  t h a t  a n  i n d i v i d u a l  d i r e c t o r  h a s  n o  a u t h o r i t y  a s  s u c h ,  a n d  
t h a t  a s s e n t  o f  a  m a j o r i t y  o f  t h e  d i r e c t o r s  w i l l  n o t  b i n d  t h e  c o r p o r a t i o n  
u n l e s s  t h e y  a c t  a t  a  m e e t i n g  a s  a  " b o a r d . "  
A  d i r e c t o r s '  m e e t i n g  n e e d  n o t  b e  f o r m a l  o r  r e g u l a r l y  c a l l e d .  I f  a l l  
d i r e c t o r s  a r e  p r e s e n t ,  t h e y  m a y  a c t  a s  a  b o a r d  a n d  b i n d  t h e  c o r p o r a t i o n .  
H o w e v e r ,  w h e n  a d v a n c e  n o t i c e  o f  t h e  m e e t i n g  h a s  b e e n  g i v e n  i n  
a c c o r d a n c e  w i t h  t h e  b y - l a w s ,  a n d  a  q u o r u m  i s  p r e s e n t  a t  t h e  m e e t i n g ,  
a  m a j o r i t y  v o t e  o f  t h e  n u m b e r  p r e s e n t  i s  s u f f i c i e n t  t o  b i n d  t h e  
c o r p o r a t i o n .  
T o  i l l u s t r a t e ,  t h e  d i r e c t o r s  o f  a  f a r m  c o r p o r a t i o n  h a v i n g  t h r e e  
d i r e c t o r s  m a y  t r a n s a c t  b u s i n e s s  a t  a  m e e t i n g  w i t h o u t  g i v i n g  a d v a n c e  
n o t i c e  i f  a l l  t h r e e  a r e  p r e s e n t .  I f  a l l  t h e  d i r e c t o r s  a r e  g i v e n  p r o p e r  
n o t i c e ,  a n y  t w o  o f  t h e m  c a n  a c t  a s  a  b o a r d ,  o r  i f  o n l y  t h e  a b s e n t  
d i r e c t o r  h a d  a d v a n c e  n o t i c e ,  t h e  t w o  d i r e c t o r s  p r e s e n t  a t  t h e  m e e t i n g  
c a n  t r a n s a c t  b u s i n e s s .  H o w e v e r ,  b o t h  d i r e c t o r s  w o u l d  h a v e  t o  v o t e  
t o g e t h e r  o n  i s s u e s  b e c a u s e  o n e  v o t e  w o u l d  c o n s t i t u t e  o n l y  o n e - h a l f  o f  
t h e  t o t a l  v o t e  p r e s e n t  a n d  n o t  a  m a j o r i t y .  
T h e  l a w  d o e s  n o t  s a y  h o w  o f t e n  t h e  d i r e c t o r s  m u s t  m e e t .  T h e y  
h a v e  a  d u t y  t o  m e e t  o f t e n  e n o u g h  t o  k n o w  w h a t  t h e  o f f i c e r s ,  a g e n t s ,  
a n d  f e l l o w  d i r e c t o r s  a r e  d o i n g  a n d  t o  k e e p  t h e  b u s i n e s s  i n  a  s o u n d  c o n ­
d i t i o n  t o  t h e  b e s t  o f  t h e i r  a b i l i t y .  I n  a  f a r m  c o r p o r a t i o n ,  t h e  d i r e c t o r s  
w i l l  b e  w o r k i n g  t o g e t h e r  a s  o f f i c e r s ,  a g e n t s ,  a n d  e m p l o y e e s  i n  t h e  
b u s i n e s s ,  a n d  t h e  f r e q u e n c y  o f  m e e t i n g s  a n d  i n t e r e s t  i n  t h e  b u s i n e s s  
s h o u l d  n o t  p r e s e n t  s e r i o u s  p r o b l e m s .  
W h i l e  t h e  p r o c e d u r e  t o  f o l l o w  a t  m e e t i n g s  o f  d i r e c t o r s  i s  n o t  
d e f i n e d  b y  l a w ,  i t  i s  a l w a y s  b e s t  t o  t a k e  o f f i c i a l  m i n u t e s  w h e n  t h e  b o a r d  
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is transacting business. Minutes provide an excellent record of past 
decisions for the directors' use and give protection to persons dealing 
with the corporation. For example, if the board of directors decides 
that the president should purchase a tract of land or borrow money, 
a record of this in the official minutes will satisfy outside parties that 
the president has proper authority to do so. Except for keeping formal 
minutes of business decisions, the meetings may be conducted in an 
informal manner. 
The directors are not entitled to a salary unless the by-laws provide 
for it. There seems to be no good reason to provide compensation for 
the directors of a farm corporation since they are also the share­
holders who gain from corporate profits and, in addition, may receive 
salaries as officers or other employees of the corporation. 
The directors may elect to voluntarily dissolve the corporation, and 
if their resolution is adopted by a two-thirds vote of the shareholders, 
the officers must carry out the dissolution. 
(3) Liabilities. In general, directors are not personally liable to 
the corporation to any greater extent than are the shareholders. How­
ever, they may be liable under special circumstances. A director may 
be held liable to the corporation if his negligence in managing its 
affairs causes loss to the corporation (if, for example, he fails to 
perform a legal duty such as filing required reports with the state or 
allows another director to misappropriate corporate funds). A director 
is, of course, also liable to the corporation if he commits an intentional 
wrong, such as a fraud on the corporation. He may also be liable if he 
is guilty of divided loyalty or any other act in which he uses his office 
as a means of personal gain at the expense of the corporation. 
Usually, a director is not liable for claims against the corporation 
unless he agreed to become personally bound. If a director signs a 
promissory note on behalf of the corporation, he will not be personally 
liable if he was authorized by a resolution of the board of directors 
to bind the corporation. However, if the director leads the lender to 
believe that he intends to become personally bound, or if he exceeds 
his authority in executing the note in the corporate name, he may be 
liable along with the corporation. Often a creditor will require that 
the directors bind themselves as well as the corporation before they 
will extend credit. 
In summary, a director is personally liable for debts of the cor­
poration: 
- When he agrees to become personally bound. 
- When he falsely leads the creditor to believe that he intends to 
be personally liable. 
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- When he attempts to bind the corporation in excess of his
authority. 
- When he misrepresents the financial condition of the corpora­
tion to persuade a third person to become its creditor.
- When he commits a wrongful act (or fails to act when he
should), causing physical or financial harm to an innocent person.
- When he assents to a declaration of improper dividends. 
c) Officers. 
(1) Qualifications, election, term. Officers are elected annually by
the board of directors or for a term stated in the by-laws. They maybe removed by the board of directors if the board feels such action will
serve the best interests of the corporation. Any special qualifications
for an office should be in the by-laws. As pointed out earlier, officers
in a farm corporation would usually be shareholders and directors.
In the operation of the business, the rules on conflicts of interest
that apply to directors also apply to officers. 
(2) Powers and, duties. The officers of a corporation are employed
as its agents. The office itself confers no power to bind the corpora­
tion or to control its property. This power comes directly from theboard of directors or is implied through custom and practice.
The president may sign contracts (including promissory notes) andperform other duties ordinarily part of the operation of the corpora­
tion's business. He must have authority from the board of directors
to enter into any unusual contracts and the by-laws may require thathe obtain approval of the board before he does certain other acts.
The vice-president, unless the by-laws state otherwise, may act in
any capacity where the president might act if the president is absent
or where those powers and duties have been delegated to him.
The treasurer is in charge of receiving and paying out money in
the operation of the business. The secretary is responsible for keeping
minutes of meetings and for maintaining adequate records of business
transactions. Both offices are frequently held by one person.
(3) Liabilities. Officers are generally no more liable to the cor­
poration and to creditors for claims against the corporation than aredirectors and shareholders. But they may be liable for fraud or other
misconduct, both to the corporation and to creditors. 
Filing of reports 
a ) Annual report . A corporation is required to send an annual
report to the Secretary of State for filing between January 15 and
February 28 of each year. Failure to file this annual report may lead
to an involuntary dissolution of the corporation by court action. 
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James Tiller, secretary, mails the required annual report of Tiller Farms, 
Inc. to the Secretary of State in Springfield. The report contains a resume 
of the corporation's financial status. (Fig. 5) 
The annual report contains information used to determine the 
annual franchise tax, which is collected in July. The report includes 
a statement of the amount of stated capital and paid-in surplus and 
any change since the year before, the value of all property owned by 
the corporation, how much of it is owned within the state, and the 
gross amount of business transacted by the corporation in the last 
calendar year. 
b) Capital stock assessment. The capital stock assessment 
report must also be completed annually and sent to the State Depart­
ment of Revenue. The assessment form is furnished by the Department 
and requests the value of the corporation as a whole, the value of 
tangible property, and the value of intangible property. The capital 
stock value is then listed on the assessment rolls in the county where 
the corporation does business, and the tax is collected as a part of local 
property taxes. 
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T h e  f o l l o w i n g  r e p o r t s  a r e  n e c ' e s s a r y  o n l y  w h e n  t h e r e  i s  a  c h a n g e  
i n  t h e  b u s i n e s s  o r  d i s s o l u t i o n  o f  t h e  c o r p o r a t i o n  i s  d e s i r e d .  
c )  S t a t e m e n t  o f  c h a n g e  o f  r e g i s t e r e d  o f f i c e  o r  a g e n t .  I f  a  c o r ­
p o r a t i o n  c h a n g e s  i t s  r e g i s t e r e d  o f f i c e ,  i t s  r e g i s t e r e d  a g e n t ,  o r  b o t h ,  i t  
m u s t  f i l e  a  s t a t e m e n t  t o  t h a t  e f f e c t  w i t h  t h e  S e c r e t a r y  o f  S t a t e .  
d )  R e p o r t  o f  i s s u a n c e  o f  s h a r e s  a n d  i n c r e a s e  o f  s t a t e d  c a p i t a l  
a n d  p a i d - i n  s u r p l u s .  A  c o r p o r a t i o n  m u s t  f i l e  a  s p e c i a l  r e p o r t  w i t h i n  
s i x t y  d a y s  a f t e r  t h e  f o l l o w i n g :  T h e  i s s u a n c e  o f  a n y  s h a r e s  n o t  p r e ­
v i o u s l y  r e p o r t e d  t o  t h e  S e c r e t a r y  o f  S t a t e  a s  h a v i n g  b e e n  i s s u e d ;  a n  
i n c r e a s e  i n  t h e  a m o u n t  o f  i t s  s t a t e d  c a p i t a l ,  p a i d - i n  s u r p l u s ,  o r  b o t h  
w i t h o u t  t h e  i s s u a n c e  o f  s h a r e s ;  o r  a n  e x c h a n g e  o r  r e c l a s s i f i c a t i o n  o f  
i t s  s h a r e s  w h i c h  r e s u l t s  i n  a n  i n c r e a s e  i n  t h e  a m o u n t  o f  i t s  s t a t e d  
c a p i t a l ,  p a i d - i n  s u r p l u s ,  o r  b o t h .  T h e  f i l i n g  f e e  i s  $ 1 .  
e )  A r t i c l e s  o f  A m e n d m e n t .  I f  a  c o r p o r a t i o n  w a n t s  t o  c h a n g e  i t s  
A r t i c l e s  o f  I n c o r p o r a t i o n ,  i t  m u s t  f i l e  A r t i c l e s  o f  A m e n d m e n t  s t a t i n g  
t h e  c h a n g e s  a l o n g  w i t h  c e r t a i n  o t h e r  i n f o r m a t i o n .  T h e  S e c r e t a r y  o f  
S t a t e  f i l e s  t h e  A r t i c l e s  o f  A m e n d m e n t  i f  t h e y  a r e  c o r r e c t l y  f i l l e d  o u t  a n d  
a l l  f e e s  a n d  t a x e s  a r e  p a i d .  H e ,  i n  t u r n ,  i s s u e s  a  C e r t i f i c a t e  o f  A m e n d ­
m e n t ,  w h i c h  m u s t  b e  r e c o r d e d  i n  t h e  o f f i c e  o f  t h e  R e c o r d e r  o f  D e e d s  
i n  t h e  c o u n t y  i n  w h i c h  t h e  c o r p o r a t i o n  i s  l o c a t e d .  T h e  s t a t e  f i l i n g  f e e  
i s  $ 2 0 .  
f )  R e p o r t  o f  s a l e  o f  s h a r e s .  I n  c e r t a i n  c a s e s ,  p e r s o n s  s e l l i n g  
c o r p o r a t i o n  s h a r e s  m a y  h a v e  t o  r e g i s t e r  u n d e r  s t a t e  a n d  f e d e r a l  s e c u r i ­
t i e s  l a w s .  T h e s e  l a w s  m a y  a p p l y  w h e n  a  c o n t r o l l i n g  s h a r e h o l d e r l  
t r a n s f e r s  s h a r e s  a n d  w h e n  l a r g e  i s s u e s  o f  s h a r e s  a r e  o f f e r e d  f o r  
g e n e r a l  s a l e .  D e t a i l e d  r e q u i r e m e n t s  o f  w h o  m u s t  r e g i s t e r  u n d e r  t h e  
I l l i n o i s  S e c u r i t i e s  L a w  c a n  b e  o b t a i n e d  f r o m  t h e  o f f i c e  o f  t h e  S e c r e t a r y  
o f  S t a t e ,  S p r i n g f i e l d ,  I l l i n o i s .  
R e q u i r e m e n t s  f o r  r e g i s t r a t i o n  u n d e r  t h e  f e d e r a l  l a w  c a n  b e  o b ­
t a i n e d  f r o m  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n ,  W a s h i n g t o n ,  
D .  C .  
g )  O t h e r  r e p o r t s  a n d  s t a t e m e n t s  t h a t  m a y  b e  r e q u i r e d  a r e :  
( 1 )  A r t i c l e s  o f  m e r g e r  o r  c o n s o l i d a t i o n .  
( 2 )  S t a t e m e n t  o f  e s t a b l i s h i n g  s e r i e s  o f  s h a r e s .  
A  c o n t r o l l i n g  s h a r e h o l d e r  i s  a n y  p e r s o n  ( o r  g r o u p  o f  p e r s o n s  a c t i n g  t o ­
g e t h e r ) ,  w h o  o w n s  e i t h e r  2 S  p e r c e n t  o r  m o r e  o f  t h e  v o t i n g  s h a r e s  o f  t h e  c o r ­
p o r a t i o n  w h e r e  n o  p e r s o n  o w n s  a  g r e a t e r  p e r c e n t a g e ,  o r  a  n u m b e r  o f  s h a r e s  
s u f f i c i e n t  t o  a l l o w  t h e  o w n e r  t o  e l e c t  a  m a j o r i t y  o f  t h e  b o a r d  o f  d i r e c t o r s .  B e f o r e  
i n c o r p o r a t i o n ,  t h e  p e r s o n  w h o  c o n t r o l s  t h e  a c t i v i t i e s  o f  t h e  i s s u e r  i s  t h e  c o n ­
t r o l l i n g  p e r s o n .  
1  
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(3) Statement of redemption. 
(4) Statement of reduction of stated capital. 

Report forms may be obtained from the Secretary of State. 

How Can the Corporation Be Dissolved? 
A corporation receives its authority to carryon business directly 
from the state. Therefore, only the state can authorize a corporation 
to cease its existence. State law details the manner in which this is to 
be done. 
Involuntary dissolution 
An active corporation may be dissolved involuntarily upon com­
plaint by the Attorney General and decree of a court of equity when: 
a) The corporation has failed to file its annual report, or has 
failed to pay its franchise tax at the proper time. 
b) The franchise of the corporation was obtained by fraud. 
c) The corporation has continued to exceed the authority given 
it in the Articles of Incorporation, or has continued to violate the 
criminal code after the Secretary of State has demanded that such 
conduct be stopped. 
d) The corporation fails to appoint a registered agent within 
30 days after the position is vacated or fails to report within 30 days 
a change of registered office or registered agent. 
e) The corporation has failed to file a report of issuance of 
shares within 30 days after such report should be filed. 
f) The corporation, its officers, or directors have failed to 
answer, or have answered falsely, any statement requested by the 
Secretary of State within 30 days after it was mailed to them. 
g) A court of equity has liquidated the assets and business of 
a corporation and brought about an involuntary dissolution as the 
result of a suit by a shareholder or creditor of the corporation. 
Voluntary dissolution 
In a family-type corporation, dissolution by mutual consent is the 
most common. This method is therefore discussed in more detail. 
If the corporation is to be dissolved by consent of the shareholders, 
only their unanimous written consent is needed. If the dissolution is 
to be made by act of the corporation, the board of directors must first 
adopt a resolution recommending that the corporation be dissolved and 
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directing that the question be submitted to a vote of the shareholders.
Written notice must be given to the shareholders before an annual or
special meeting that one of the purposes of the meeting is to consider
the advisability of dissolution. If the owners of two-thirds of the
shares then vote for the dissolution, it is authorized.
After the dissolution is authorized, duplicate statements of intent
to dissolve must be completed for the corporation by its president or
a vice-president. These documents must include the names and ad­dresses of the corporation, its officers, and its directors; and either( 1) the agreement to dissolve, signed by the shareholders, with a
statement that such agreement is signed by all shareholders of the
corporation, or (2) a copy of the resolution authorizing the dissolu­
tion plus a statement of the number of shares outstanding and the
number of shares voted for and against the dissolution. This state­
ment of intent to dissolve is then sent to the Secretary of State. When
the Secretary of State files the statement of intent to dissolve, the
corporation must cease to carryon business except for winding up its
affairs. However, it still exists as a corporation.
The directors must mail notice of the intended dissolution to eachknown creditor. When all debts, liabilities, and obligations of the
corporation are paid, or adequate provision has been made to pay
them, and the remaining assets have been properly distributed, three
completed copies of the Articles of Dissolution are filed with the
Secretary of State. He issues a Certificate of Dissolution and returns
it with a copy of the Articles of Dissolution which is to be filed for
record with the county Recorder of Deeds. When the Certificate of
Dissolution is issued, the corporation no longer exists.(If, after filing the statement of intent to dissolve and before aCertificate of Dissolution has been issued, the shareholders decide not
to dissolve the corporation, the law has certain procedures by which
it may again be authorized to carryon its business.) 
Dissolution before the corporation has begun business
A corporation which has not begun business or issued any shares
of stock may be voluntarily dissolved by the incorporators within one
year after its Certificate of Incorporation was issued.
Forms and filing requirements for completing such a dissolution
are similar to those required for voluntary dissolution by the directors
of an active corporation. 
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Liabilities after dissolution 
The corporation, its directors, or its shareholders may sue or be 
sued for a period of two years after dissolution on any claim incurred 
while the corporation was in existence. 
Directors of a corporation may be held personally liable after dis­
solution of the corporation if they failed to mail notice of the intended 
dissolution to a known creditor or if they carry on the corporation 
business, other than for winding up its affairs, after filing a statement 
of intent to dissolve if creditors are injured as a result. 
Sample Corporate Forms and Agreements 
For the purpose of illustration, the following sample agreements 
and forms have been drawn up for an imaginary farm family who 
wish to incorporate their farm enterprise. 
This hypothetical family consists of Robert Tiller and his two 
sons, James and Paul. All three men are experienced farmers and are 
married. 
They have all agreed to organize a corporation called Tiller Farms, 
Inc. Each member of the family will exchange property for shares 
in the corporation as listed below. Shares are to be sold for $100 each. 
1. Robert Tiller exchanges 160 acres of farmland, located in 
Champaign county and valued at $300 per acre (total value­
$48,000), for 480 shares of stock. 
2. James Tiller exchanges a complete line of farm equipment, 
valued at $30,000, for 300 shares of stock. 
3. Paul Tiller exchanges a beef breeding herd, valued at $25,000, 
and $5,000 cash for 300 shares of stock. 
The total value of the business, when incorporated, is $108,000. It 
is expected to return an annual gross income of $45,000 with a net of 
$20,000 before the payment of salaries. 
The following forms and agreements made up for Tiller Farms, 
Inc. are samples only. They are not suggested for use in a specific 
farm business without adaptation by the parties actually involved in 
the business with the aid of an attorney. 
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S h a r e s  o f  s t o c k ,  i n  a  f a r m  c o r p o r a t i o n ,  m a y  b e  e x c h a n g e d  f o r  f a r m  a s s e t s  
s u c h  a s  l a n d ,  m a c h i n e r y ,  a n d  a n i m a l s .  H e r e  P a u l  T i l l e r  r e c e i v e s  s h a r e s  i n  
T i l l e r  F a r m s ,  I n c .  i n  r e t u r n  f o r  h i s  c o n t r i b u t i o n  o f  a  b e e f - b r e e d i n g  h e r d .  
( F i g .  6 )  
P R E I N C O R P O R A T I O N  A G R E E M E N T  
T h i s  a g r e e m e n t  i s  e n t e r e d  i n t o  t h i s  _ _ _ _ _ _ _ _  l s L _ _ _ _ _  d a y  o f  _ _ _ _ _ _  . . M  a r c h . . . . . . . .  ,  

1 9 _ _ _ _ _ _ _ . 5 8 . _ _ _ _ . _ _ ,  b e t w e e n  _ _ _ _ _ _ _  . R o b e r t  T i l l e r _  . .  _. . _ . ,  _. . .  _ _ _  J a m e s  T i l l e r _ _ _ _ _ _ _  . ,  a n d  _ _ _ _ _  . _ . P a u l  
T i l l e r _ _  . _ _ _ _ _  ,  w h o  a r e  t o  b e  t h e  s o l e  s h a r e h o l d e r s  o f  t h e  c o r p o r a t i o n ,  a n d  _ _ . . T i l l e r  
F a r m s ,  I n c _ _ _ _ _  ,  w h i c h  i s  t o  b e  f o r m e d  p u r s u a n t  t o  t h i s  a g r e e m e n t .  
T h e  s h a r e h o l d e r s  a g r e e  t h a t  a  c o r p o r a t i o n  s h a l l  b e  o r g a n i z e d ,  f i n a n c e d  a n d  
c a p i t a l i z e d ,  a n d  i t s  b u s i n e s s  c o n d u c t e d  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h i s  
a g r e e m e n t .  
I n  c o n s i d e r a t i o n  o f  t h e  m u t u a l  c o v e n a n t s  h e r e i n  c o n t a i n e d ,  t h e  s h a r e ­
h o l d e r s  a g r e e  t o  t h e  f o l l o w i n g  p r o v i s i o n s _  
1 .  A g r e e m e n t  t o  o r g a n i z e .  T h e  s h a r e h o l d e r s  s h a l l  c a u s e  t h e  c o r p o r a t i o n  t o  
b e  o r g a n i z e d  u n d e r  t h e  l a w s  o f  t h e  s t a t e  o f  _ _  . .  I l l i n o i s _ _  . .  w i t h  a n  a u t h o r i z e d  c a p ­
i t a l i z a t i o n  o f  _ _  . . 2 , 0 0 0 _ _  . .  s h a r e s  o f  _ _  . _ c o m m o n _  . . .  s t o c k  w i t h  _. . _ n o  . . . .  p a r  v a l u e  p e r  
s h a r e .  _ . _ .  _ _ _  . R o b e r t  T i l l e r _ _ _ _ _ _  . _  s h a l l  p e r f o r m  t h e  n e c e s s a r y  w o r k  i n v o l v e d  i n  e s t a b ­
l i s h i n g  t h e  c o r p o r a t i o n ,  a n d  t h e  s h a r e h o l d e r s  a g r e e  t o  c o o p e r a t e  f u l l y .  
2 .  S u b s c r i p t i o n  t o  s h a r e s .  T h e  s h a r e h o l d e r s  e a c h  h e r e b y  s u b s c r i b e  f o r  a n d  
a g r e e  t o  p u r c h a s e  t h e  f o l l o w i n g  n u m b e r s  o f  s h a r e s  o f  t h e  c o r p o r a t i o n  a n d  a g r e e  
t o  t r a n s f e r  t h e  f o l l o w i n g  p r o p e r t y  t o  t h e  c o r p o r a t i o n  i n  c o n s i d e r a t i o n  f o r  s a i d  
s h a r e s :  
33 Corporations in the Farm Business 
Shareholder Shares Consideration 
.._. __ .._._.R0 bert Till er_...__ ..___ _ 480 240-acre farm ($48 J OOO value) 
_......._... James Tiller __ ........_. 300 Farm equipment ($30J OOO value) 
........._.. __ Paul Tiller _..._...__.._ 300 Beef breeding herd ($25J OOO 
value) plus $5,000 cash 
3. Employment and salaries. ___ ._...Robert Tiller. __ .____ , ___ .___ James Tiller. __ ..__ ., and 
........Paul Tiller....._.., will each be employed full time by the corporation to per­
form the following duties at the following salaries: 
a . ...._...Robert Tiller....._.. shall be employed to assist in the farm business 
at a salary equal to ........40_...___ . percent of the corporation's net income but not 
to exceed .._.._..$8 OOO...._.._ annually. If he is elected president by the board ofJ 
directors, he will serve as such without additional compensation. 
b. _.......1ames Tiller_. _._ ... shall be employed to assist in the farm business at a 
salary equal to _...._..25..._.... percent of the corporation's net income but not to 
exceed -- ..---.$5J OOO.__ .-... annually. If he is elected as first vice-president and sec­
retary by the board of directors, he will serve as such without additional 
compensation. 
c. _.......Paul Tiller........ shall be employed to assist in the farm business at 
a salary equal to ........25_....... percent of the corporation's net income but not to 
exceed _......_$5J OOO........ annually. If he is elected as second vice-president and 
treasurer by the board of directors, he will serve as such without additional 
compensation. 
4. Voting of shares. Each shareholder agrees so long as he shall remain a 
shareholder to vote his shares for the election of each of the other share­
holders as a director of the corporation, and generally to so vote at shareholders' 
and directors' meetings of the corporation in accordance with the terms of this 
agreement. 
5. Restriction of stock transfers. 
a. In the event that any shareholder desires to sell his shares, ceases to be 
employed by the corporation, attempts to sell, pledge, or otherwise encumber 
his stock, becomes chronically ill or incapacitated so as to be unable to carry 
out his obligations to the corporation, becomes bankrupt, commits a willful and 
substantial breach of his fiduciary relationship with the corporation, or becomes 
mentally incompetent, all of the shares owned by such shareholder shall be 
offered for sale to the corporation and the other shareholders (the corporation 
having first priority, then the shareholders, in proportion to their share hold­
ings, unless some other proportion is agreed upon in writing by the purchasers), 
and they are hereby given an option, for a period of _...90.___ days from the date 
of the initial offer to sell, to purchase all or any of such shares at such value 
as is determined under Section __..7.... of this agreement. Payment for shares 
purchased pursuant to this agreement shall be made in cash or, at the option 
of the purchaser, as follows: __ ..20.___ percent of the purchase price shall be paid 
in cash at the time the option is exercised; the remaining .__.80____ percent shall be 
paid in _.._12..._ equal monthly installments to be represented by __..12_.__ joint 
promissory notes of the purchasers bearing interest at ___.5.._. percent per annum. 
Title to the shares shall pass to the purchaser only upon payment of all of the 
purchase price and such shares shall be held by the seller as security for com­
pletion of the payments. The purchaser shall have the sole right to vote the 
shares and to collect all dividends and other distributions thereon. The shares 
shall be transferred for record to the purchaser when the payments are 
completed. 
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b. Upon the death of any shareholder, the remammg shareholders shall,within ....60.... days after such death, purchase his shares at such value as deter­mined under Section ....7.... of this agreement using the funds received pursuantto the life insurance provisions of Section ....6.... as purchase funds.
c. The restrictions in "a" and "b" above shall be specifically referred to
upon the face of each certificate of stock issued by ........Tiller Farms, Inc..........
6. Life insurance for purchase of shares. Each of the shareholders shallcause his life to be insured for the pro rata benefit of the other shareholders inproportion to their share holdings for the following amounts: 1 
Name Amount
....................Robert Tiller.................... . ........... $48,000............

....................1amesTiller .................... . ........... 30,000............

....................Paul Tiller ........................ . ........... 30,000............

To the extent that the proceeds of such insurance shall be paid to any share­holder, each agrees that he will purchase his pro rata share of the deceased's
shares, as herein provided. 
7. Evaluation of shares. For purposes of this agreement, the purchase price
of the shares of the corporation shall be determined as follows:If within 30 days after a shareholder's death, or after the happening of oneof the contingencies in Section ....5a...., all of the shareholders or the continuingshareholders and the legal representatives of the selling shareholder (as thecase may be), cannot agree on the value of the shares, such value shall be fixedby three appraisers selected as follows:
The continuing shareholders shall select one appraiser and the selling share­holder or his legal representatives (as the case may be) shall select another. Thetwo appraisers thus selected shall select a third appraiser, and the decision of amajority of the three appraisers as to the valuation shall be final.
8. Term. This agreement shall continue in force for ....5 .... years from date,and thereafter from year to year, until the shareholders shall vote not to renew.
9. Modification or waiver. No modification or waiver of any provision ofthis agreement shall be valid unless in writing signed by all the parties hereto.This agreement shall be binding upon the heirs, executors, legal representatives,next of kin, and assignees of the parties hereto.
In witness whereof, said parties hereunto affix their respective hands andseals this ........1sL..... day of ........March........, 19........58......... 
(Signed) ................Robert Tiller................ (Seal) ......R.R. #2, Urbana, Illinois...._ 

(Signed) ................1ames T iller ................ (Seal) ......R.R. #2, Urbana, Illinois...._ 

(Signed) ................Paul Tiller.................... (Seal) ......R.R. #2, Urbana, Illinois...... 

Confirmed and agreed to: 
..................Tiller Farms, Inc ................... 

By ....................Robert Tiller....................
(President) 
1 Have the attorney check this carefully. There may be a tax advantage ifthe corporation applies and pays for the insurance. 
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............A1arch 15 ............ , 19........58....... . 

Attest: 
........... .1 ames Tiller ........... . 

( Secretary) 
(Corporate Seal) 
ARTICLES OF INCORPORATION 
Form B 
STATE OF ILLINOIS, } 
ss . 
................ Champaign ................ COUNTY. 

To ............................................................ , Secretary of State: 

We, the undersigned, 
Address 
Name Number Street City State 
.......... R obert Tiller .................... R.R. # 2 .................... Urbana .................... Illinois ......... . 

..........1ames Tiller ............ .......... R.R. # 2....................Urbana ....................Illinois ........ .. 

.......... Paul Tiller ........................ R.R. # 2 .................... Urbana .......... .......... Illinois ........ .. 

being natural persons of the age of twenty-one years or more and subscribers to 
the shares of the corporation to be organized pursuant hereto, for the purpose 
of forming a corporation under "The Business Corporation Act" of the State of 
Illinois, do hereby adopt the following Articles of Incorporation: 
Article One 
The name of the corporation is: ............................Tiller Farms, Inc............................ . 

Article Two 
The address of its initial registered office in the State of Illinois is: ..R.R. #2.. 
of ....................Urbana .................... , County of ....................Champaign .................... and 
the name of its initial Registered Agent at said address is: ........R obert Tiller ......... 
Article Three 
The duration of the corporation is: ................................perpetual... ............................ . 

Article Four 
The purpose or purposes for which the corporation is organized are: To engage 
in the farming business and all business necessary or reasonably related thereto, 
and in furtherance of the same but not in limitation thereof, the corporation in 
addition shall have the power to act as dealers or distributors of manufactured 
goods; to perform for hire custom services reasonably related to farming or 
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performed with the use of equipment used in farming; to sell technical servicesrelated to the operation and management of a farming enterprise; to deal in,breed, raise, and sell all kinds of livestock and crops or other animals and plants;to develop, produce, and sell any other product resulting from working on,
above, under, or in connection with the soil. 
Article Five 
PARAGRAPH 1: The aggregate number of shares which the corporation isauthorized to issue is ............2,000............, divided into ............one............ class. The
designation of each class, the number of shares of each class, and the par value,if any, of the shares of each class, or a statement that the shares of any classare without par value, are as follows: 
Series Number of Par value per share or statement that sharesClass (If any) Shares are without par value
common none 2,000 shares are without par value 
PARAGRAPH 2: The preferences, qualifications, restnctlOns and the special orrelative rights in respect of the shares of each class are:
Each shareholder of record shall be entitled at all meetings of the corpora­tion and in any other matters requiring a vote, to one vote for each share ofstock standing in his name upon the books of the corporation.The transfer of any share is subject to the following limitation: the regis­tered holder of any share or shares must offer it for sale to the corporation andthen to its shareholders, at a price as determined by agreement or by appraisal,before such share or shares may be offered for sale to another person. Any at­temped transfer not made in strict compliance with these limitations is abso­lutely void and of no effect. No dividend shall be paid on any shares transferred,pledged, assigned, or encumbered in derogation of these limitations.1 
Article Six 
Tbe class and number of shares which the corporation proposes to issuewithout further report to the Secretary of State, and the consideration (ex­pressed in dollars) to be received by the corporation therefor, are: 
Total consideration to beClass of shares N umber of shares received therefor:
common 1,080 $108,000 
Article Seven 
The corporation will not commence business until at least $1,000 has beenreceived as consideration for the issuance of shares. 
Article Eight 
The number of directors to be elected at the first meeting of the share­holders is: ................................three................................ . 
1 Note to reader: These restrictions need not be included here to be effective,if they are present in the preincorporation agreement. However, inclusion makesthe restrictions more permanent since the Articles of Incorporation must thenbe amended to remove them. 
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Article Nine 
PARAGRAPH 1: It is estimated that the value of all property to be owned by the 
corporation for the following year wherever located will be ____________$108,000___________ _ 
PARAGRAPH 2: It is estimated that the value of the property to be located with­
in the State of Illinois during the following year will be ______________ $108,000____ _________ _ 
PARAGRAPH 3: It is estimated that the gross amount of business which will be 
transacted by the corporation during the following year will be ________ $45,000_______ _ 
PARAGRAPH 4: It is estimated that the gross amount of business which will be 
transacted at or from places of business in the State of Illinois during the fol­
lowing year will be __________ ____ __ $45,000_______________ _ 
____________Robert Tiller___ _____ __ __ } 
___________ J ames Tiller_____________ . Incorporators 
____________ Paul Tiller_______ ________ _ 
BY-LAWS 
ARTICLE I: Location, Seal, Fiscal Year 
Section 1. Principal office: The principal office of ________ Tiller Farms, Inc. _______ _ 
in the State of _______________________ .Illinois_________________ __ _____ shall be located in the County of 
__________________ Champaign, R.R. # 2, Urbana, Illinois__ _________________ The corporation may 
have such other offices as the Board of Directors may designate or as the busi­
ness of the corporation may require from time to time. 
Section 2. Seal: The Board of Directors shall provide a corporate seal 
which shall be circular in form and shall have inscribed thereon the name of the 
corporation, the state of incorporation, and the words "corporate seal." 
Section 3. Fiscal year: The fiscal year of the corporation shall begin on 
the -------.----first----________ day of ____________ M arch _______ ____ . and end the ____________ lasL__________ day 
of ____________ F ebruary ____________ in each year. 
ARTICLE II: Shareholders 
Section 1. Annual meeting: The annual meeting of the shareholders shall 
be held on the ___________ .2nd M onday____________ in the month of ____ ____ ____ M arch ____________ in 
each year, beginning with the year ____________1958____________ , at the hour of ______..7_______ _ 
o'clock ____________ p.m..___________ , for the purpose of electing directors and for the 
transaction of such other business as may come before the meeting. If the day 
fixed for the annual meeting shall be a legal holiday in the State of ____ Illinois____ , 
such meeting shall be held on the next succeeding business day. If the election 
of directors shall not be held on the day designated herein for any annual meet­
ing of the shareholders, or at any adj ournment thereof, the Board of Directors 
shall cause the election to be held at a special meeting of the shareholders as 
soon thereafter as is convenient. 
Section 2. Special meetings: Special meetings of the shareholders, for any 
purpose or purposes may be called by the president at the request of two or 
more directors or at the request of the holders of not less than one-fifth of the 
outstanding shares of the corporation entitled to vote at the meeting. 
Section 3. Place of meeting: The Board of Directors may designate any 
reasonable place as the place of meeting of any annual or special meeting of 
the shareholders. A waiver of notice signed by all shareholders entitled to vote 
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C i r c u l a r  N o .  7 9 7  
a t  a  m e e t i n g  m a y  d e s i g n a t e  a n y  p l a c e  a s  t h e  p l a c e  f o r  h o l d i n g  a  s h a r e h o l d e r s '  
m e e t i n g .  I f  n o  d e s i g n a t i o n  i s  m a d e ,  t h e  p l a c e  o f  m e e t i n g  s h a l l  b e  t h e  r e g i s t e r e d  
o f f i c e  o f  t h e  c o r p o r a t i o n .  
S e c t i o n  4 .  N o t i c e  o f  m e e t i n g :  W r i t t e n  n o t i c e  s t a t i n g  t h e  p l a c e ,  d a y  a n d  
h o u r  o f  t h e  m e e t i n g  a n d ,  i n  c a s e  o f  a  s p e c i a l  m e e t i n g ,  t h e  p u r p o s e  o r  p u r p o s e s  
f o r  w h i c h  t h e  m e e t i n g  i s  c a l l e d ,  s h a l l  b e  d e l i v e r e d  n o t  l e s s  t h a n  1 0  n o r  m o r e  t h a n  
3 0  d a y s  b e f o r e  t h e  d a t e  o f  t h e  m e e t i n g ,  e i t h e r  p e r s o n a l l y  o r  b y  m a i l ,  b y  o r  a t  
t h e  d i r e c t i o n  o f  t h e  p r e s i d e n t ,  o r  t h e  s e c r e t a r y ,  o r  t h e  o f f i c e r  o r  p e r s o n s  c a l l i n g  
t h e  m e e t i n g ,  t o  e a c h  s h a r e h o l d e r  o f  r e c o r d  e n t i t l e d  t o  v o t e  a t  s u c h  m e e t i n g .  I f  
m a i l e d ,  s u c h  n o t i c e  s h a l l  b e  d e e m e d  t o  b e  d e l i v e r e d  w h e n  d e p o s i t e d  i n  t h e  
U n i t e d  S t a t e s  m a i l ,  a d d r e s s e d  t o  t h e  s h a r e h o l d e r  a t  h i s  a d d r e s s  a s  i t  a p p e a r s  o n  
t h e  s t o c k  t r a n s f e r  b o o k s  o f  t h e  c o r p o r a t i o n ,  w i t h  p o s t a g e  t h e r e o n  p r e p a i d .  
S e c t i o n  5 .  V o t i n g  r i g h t s :  T h e  h o l d e r s  o f  r e c o r d  o f  t h e  o u t s t a n d i n g  s h a r e s  
o f  t h e  c o r p o r a t i o n  e n t i t l e d  t o  v o t e  o r  t h e i r  r e p r e s e n t a t i v e s ,  d u l y  a u t h o r i z e d  3 0  
d a y s  p r i o r  t o  t h e  d a t e  o f  t h e  a n n u a l  m e e t i n g  o r  s p e c i a l  m e e t i n g  o f  t h e  s h a r e ­
h o l d e r s ,  a r e  e n t i t l e d  t o  o n e  v o t e  p e r  s h a r e  f o r  e a c h  i s s u e  v o t e d  o n  a t  s u c h  
m e e t i n g .  T h e  s e c r e t a r y  o f  t h e  c o r p o r a t i o n  s h a l l  c o m p i l e  a  l i s t  o f  s u c h  p e r s o n s  
e n t i t l e d  t o  v o t e  a n d  m a k e  i t  a v a i l a b l e  t o  t h e  s h a r e h o l d e r s  f o r  i n s p e c t i o n  w i t h i n  
5  d a y s  o f  t h e  m e e t i n g .  
S e c t i o n  6 .  Q u o r u m :  A  m a j o r i t y  o f  t h e  o u t s t a n d i n g  s h a r e s  o f  t h e  c o r p o r a ­
t i o n  e n t i t l e d  t o  v o t e  s h a l l  c o n s t i t u t e  a  q u o r u m  a t  a  m e e t i n g  o f  s h a r e h o l d e r s .  A  
m a j o r i t y  o f  t h e  s h a r e s  v o t e d  f o r  a  r e s o l u t i o n  a t  a  d u l y  o r g a n i z e d  m e e t i n g  i s  
s u f f i c i e n t  t o  a d o p t  t h e  r e s o l u t i o n  u n l e s s  t h e  l a w  o r  t h e  b y - l a w s  h e r e a f t e r  s p e c i f i ­
c a l l y  p r o v i d e  t o  t h e  c o n t r a r y .  
S e c t i o n  7 .  I n f o r m a l  a c t i o n  b y  s h a r e h o l d e r s :  A n y  a c t i o n  r e q u i r e d  t o  b e  
t a k e n  a t  a  m e e t i n g  o f  t h e  s h a r e h o l d e r s ,  o r  a n y  a c t i o n  w h i c h  m a y  b e  t a k e n  a t  a  
m e e t i n g  o f  t h e  s h a r e h o l d e r s ,  m a y  b e  t a k e n  w i t h o u t  a  m e e t i n g  i f  a  c o n s e n t  i n  
w r i t i n g ,  s e t t i n g  f o r t h  t h e  a c t i o n  s o  t a k e n ,  s h a l l  b e  s i g n e d  b y  a l l  o f  t h e  s h a r e ­
h o l d e r s  e n t i t l e d  t o  v o t e  w i t h  r e s p e c t  t o  t h e  s u b j e c t  m a t t e r  t h e r e o f .  
A R T I C L E  I I I :  B o a r d  o f  D i r e c t o r s  
S e c t i o n  1 .  G e n e r a l  p o w e r s ,  n u m b e r ,  t e n u r e ,  q u a l i f i c a t i o n s :  T h e  b u s i n e s s  
a n d  a f f a i r s  o f  t h e  c o r p o r a t i o n  s h a l l  b e  m a n a g e d  b y  a  B o a r d  o f  D i r e c t o r s  c o m ­
p o s e d  o f  . . . . . . . . . . . . t h r e e . . . . . . . . . . . .  p e r s o n s  w h o  a r e  a l s o  s h a r e h o l d e r s  i n  t h e  c o r p o r a t i o n .  
E a c h  d i r e c t o r  s h a l l  h o l d  o f f i c e  u n t i l  t h e  n e x t  a n n u a l  m e e t i n g  o f  s h a r e h o l d e r s  
a n d  u n t i l  h i s  s u c c e s s o r  s h a l l  h a v e  b e e n  e l e c t e d  a n d  q u a l i f i e d  p u r s u a n t  t o  t h e  
t e r m s  o f  t h e  p r e i n c o r p o r a t i o n  a g r e e m e n t ,  e n t e r e d  i n t o  t h e  . . . . . . . . 1 s t . . . . . . . .  d a y  o L . _ . ___  
M a r c h . . . . . . . . ,  . . . . . . . . 1 9 5 8 . . . . . . . . ,  b y  t h e  s h a r e h o l d e r s  o f  t h e  c o r p o r a t i o n ,  w h i c h  a g r e e ­
m e n t  i n  i t s  e n t i r e t y  i s  h e r e b y  m a d e  a  p a r t  o f  t h e s e  b y - l a w s .  
S e c t i o n  2 .  M e e t i n g s :  A  r e g u l a r  m e e t i n g  o f  t h e  B o a r d  o f  D i r e c t o r s  s h a l l  
b e  h e l d  w i t h o u t  o t h e r  n o t i c e  t h a n  t h i s  b y - l a w  i m m e d i a t e l y  a f t e r ,  a n d  a t  t h e  s a m e  
p l a c e  a s ,  t h e  a n n u a l  m e e t i n g  o f  s h a r e h o l d e r s .  T h e  B o a r d  o f  D i r e c t o r s  m a y  p r o ­
v i d e ,  b y  r e s o l u t i o n ,  t h e  t i m e  a n d  p l a c e  f o r  h o l d i n g  a d d i t i o n a l  m e e t i n g s  w i t h o u t  
o t h e r  n o t i c e  t h a n  t h e  r e s o l u t i o n .  S p e c i a l  m e e t i n g s  m a y  b e  c a l l e d  b y  o r  a t  t h e  
r e q u e s t  o f  t h e  p r e s i d e n t  o r  o f  a n y  d i r e c t o r .  T h e  p r e s i d e n t  m a y  f i x  a n y  r e a s o n ­
a b l y  a c c e s s i b l e  p l a c e  a s  t h e  p l a c e  f o r  h o l d i n g  a  s p e c i a l  m e e t i n g .  
S e c t i o n  3 .  N o t i c e :  N o t i c e  o f  a n y  s p e c i a l  m e e t i n g  s h a l l  b e  g i v e n  a t  l e a s t  
. . . . . . . . . . . . t w o  d a y s . . . . . . . . . . . .  b e f o r e  t h e  m e e t i n g  i n  t h e  s a m e  m a n n e r  a s  t h a t  r e q u i r e d  
f o r  n o t i c e  t o  s h a r e h o l d e r s .  A n y  d i r e c t o r  m a y  w a i v e  n o t i c e  o f  a n y  m e e t i n g  a n d  
h i s  a t t e n d a n c e  a t  a  m e e t i n g  s h a l l  c o n s t i t u t e  s u c h  w a i v e r ,  e x c e p t  w h e r e  h i s  
a t t e n d a n c e  i s  f o r  t h e  e x p r e s s  p u r p o s e  o f  o b j e c t i n g  t o  t h e  p r o c e e d i n g s .  
S e c t i o n  4 .  Q u o r u m  a n d  v o t i n g :  A  m a j o r i t y  o f  d i r e c t o r s  s h a l l  c o n s t i t u t e  a  
q u o r u m  f o r  t h e  t r a n s a c t i o n  o f  o r d i n a r y  b u s i n e s s  a t  a n y  m e e t i n g  o f  t h e  B o a r d  
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of Directors and the act of the majority of the directors present at such a 

meeting shall be the act of the Board of Directors, except that a unanimous 

vote of all the directors is required for (a) incurring expenses or indebtedness 

in excess of ____________ $2JOOO____________ , (b) releasing or compounding any debt to or 

claimed by the corporation, or (c) the issuance of additional shares either to 

existing shareholders or to another person. 

Section 5. Vacancies: Any vacancy occurring in the Board of Directors 

must be filled by the shareholders by action authorized under Article II of these 

by-laws. 

Section 6. Compensation: The directors shall serve on the Board of Di­

rectors without compensation, except that the Board of Directors may, by 

resolution, pay any expenses incurred by any director in attending meetings. 

ARTICLE IV: Officers 
Section 1. Number, election, and term: The officers of the corporation 
shall be chosen from the directors of the corporation and shall be a president, 
a first vice-president and secretary, and a second vice-president and treasurer, 
to be elected annually by the Board of Directors, pursuant to the terms of the 
preincorporation agreement hereinabove referred to, at their first meeting held 
after each annual meeting of the shareholders, or as soon thereafter as con­
venient. Each officer shall hold office until his successor shall have been duly 
elected and qualified, or until his death, removal, or resignation from such office. 
Section 2. Removal: Any officer or agent elected or appointed by the 
Board of Directors may be removed by the Board of Directors by majority 
vote for the following reasons: 
a. 	Bankruptcy_ 
b. Ceasing to be a shareholder. 
c. 	Permanent disability, rendering him unable to perform the duties of 
his office. 
d. 	Willful and substantial breach of his fiduciary relationship with the 
corporation. 
Such removal shall be without prejudice to the contract rights, if any, of the 
person so removed. 
Section 3. Vacancies: A vacancy in any office for any reason may be filled 
by the Board of Directors for the unexpired portion of the term. 
Section 4. President: The president shall be the principal executive officer 
of the corporation and, subject to the control of the Board of Directors, shall, 
in general, supervise and control all of the business and affairs of the corpora­
tion. He shall, when present, preside at all meetings of the shareholders and of 
the Board of Directors. He may sign, with the secretary or any other proper 
officer of the corporation thereunto authorized by the Board of Directors, cer­
tificates for shares of the corporation, deeds, mortgages, bond;' contracts, 
or other instruments which the Board of Directors has authorized to be 
executed, except in cases where the signing and execution thereof shall be 
expressly delegated by the Board of Directors or by these by-laws to some 
other officer or agent of the corporation, or shall be required by law to be 
otherwise signed or executed. He shall in general perform all duties incident 
to the office of president and such other duties as may be prescribed by the 
Board of Directors from time to time. 
Section 5. Vice-presidents: In the absence of the president or in the event 
of his death, inability, or refusal to act, the first vice-president shall perform 
the duties of the president, and when so acting, shall have all the powers of and 
be subject to all the restrictions upon the president. Any vice-president may 
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s i g n ,  w i t h  t h e  s e c r e t a r y  ( i f  t h e y  a r e  d i f f e r e n t  p e r s o n s ) ,  c e r t i f i c a t e s  f o r  s h a r e s  
o f  t h e  c o r p o r a t i o n ;  a n d  s h a l l  p e r f o r m  s u c h  o t h e r  d u t i e s  a s  f r o m  t i m e  t o  t i m e  
m a y  b e  a s s i g n e d  t o  h i m  b y  t h e  p r e s i d e n t  o r  b y  t h e  B o a r d  o f  D i r e c t o r s .  
S e c t i o n  6 .  T r e a s u r e r :  T h e  t r e a s u r e r  s h a l l  ( a )  h a v e  c h a r g e  a n d  c u s t o d y  o f  
a n d  b e  r e s p o n s i b l e  f o r  a l l  f u n d s  a n d  s e c u r i t i e s  o f  t h e  c o r p o r a t i o n ;  ( b )  r e c e i v e  
a n d  g i v e  r e c e i p t s  f o r  m o n e y s  d u e  a n d  p a y a b l e  t o  t h e  c o r p o r a t i o n  f r o m  a n y  s o u r c e  
w h a t s o e v e r ,  a n d  d e p o s i t  a l l  s u c h  m o n e y s  i n  t h e  n a m e  o f  t h e  c o r p o r a t i o n  i n  s u c h  
b a n k s ,  t r u s t  c o m p a n i e s ,  o r  o t h e r  d e p o s i t o r i e s  a s  s h a l l  b e  s e l e c t e d  u n d e r  t h e  
p r o v i s i o n s  o f  t h e s e  b y - l a w s ;  a n d  ( c )  i n  g e n e r a l  p e r f o r m  a l l  o f  t h e  d u t i e s  i n c i ­
d e n t  t o  t h e  o f f i c e  o f  t r e a s u r e r  a n d  s u c h  o t h e r  d u t i e s  a s  f r o m  t i m e  t o  t i m e  m a y  
b e  a s s i g n e d  t o  h i m  b y  t h e  p r e s i d e n t  o r  b y  t h e  B o a r d  o f  D i r e c t o r s .  
S e c t i o n  7 .  S e c r e t a r y :  T h e  s e c r e t a r y  s h a l l :  ( a )  k e e p  t h e  m i n u t e s  o f  t h e  
s h a r e h o l d e r s '  a n d  o f  t h e  B o a r d  o f  D i r e c t o r s '  m e e t i n g s  i n  o n e  o r  m o r e  b o o k s  
p r o v i d e d  f o r  t h a t  p u r p o s e ;  ( b )  s e e  t h a t  a l l  n o t i c e s  a r e  d u l y  g i v e n  i n  a c c o r d a n c e  
w i t h  t h e  p r o v i s i o n s  o f  t h e s e  b y - l a w s  o r  a s  r e q u i r e d  b y  l a w ;  ( c )  b e  c u s t o d i a n  o f  
t h e  c o r p o r a t e  r e c o r d s  a n d  o f  t h e  s e a l  o f  t h e  c o r p o r a t i o n  a n d  s e e  t h a t  t h e  s e a l  
o f  t h e  c o r p o r a t i o n  i s  a f f i x e d  t o  a l l  d o c u m e n t s  t h e  e x e c u t i o n  o f  w h i c h  o n  b e h a l f  
o f  t h e  c o r p o r a t i o n  u n d e r  i t s  s e a l  i s  d u l y  a u t h o r i z e d ;  ( d )  k e e p  a  r e g i s t e r  o f  t h e  
p o s t  o f f i c e  a d d r e s s  o f  e a c h  s h a r e h o l d e r ;  ( e )  s i g n  w i t h  t h e  p r e s i d e n t  o r  v i c e ­
p r e s i d e n t  ( w h e n  s o  a u t h o r i z e d )  c e r t i f i c a t e s  f o r  s h a r e s  o f  t h e  c o r p o r a t i o n  t h e  
i s s u a n c e  o f  w h i c h  s h a l l  h a v e  b e e n  a u t h o r i z e d  b y  r e s o l u t i o n  o f  t h e  B o a r d  o f  
D i r e c t o r s ;  ( f )  h a v e  g e n e r a l  c h a r g e  o f  t h e  s t o c k  t r a n s f e r  b o o k s  o f  t h e  c o r p o r a ­
t i o n ;  a n d  ( g )  i n  g e n e r a l  p e r f o r m  a l l  d u t i e s  i n c i d e n t  t o  t h e  o f f i c e  o f  s e c r e t a r y  
a n d  s u c h  o t h e r  d u t i e s  a s  f r o m  t i m e  t o  t i m e  m a y  b e  a s s i g n e d  t o  h i m  b y  t h e  
p r e s i d e n t  o r  b y  t h e  B o a r d  o f  D i r e c t o r s .  
S e c t i o n  8 .  S a l a r i e s :  T h e  s a l a r i e s  o f  t h e  o f f i c e r s  s h a l l  b e  f i x e d  f r o m  t i m e  t o  
t i m e  b y  t h e  B o a r d  o f  D i r e c t o r s  s u b j e c t  t o  t h e  t e r m s  o f  t h e  p r e i n c o r p o r a t i o n  
a g r e e m e n t  h e r e i n a b o v e  r e f e r r e d  t o .  N o  o f f i c e r  s h a l l  b e  p r e v e n t e d  f r o m  r e c e i v ­
i n g  s u c h  s a l a r y  b y  r e a s o n  o f  t h e  f a c t  t h a t  h e  i s  a l s o  a  d i r e c t o r  o f  t h e  c o r p o r a t i o n .  
A R T I C L E  V :  C a p i t a l  S t o c k  P r o v i s i o n s  
S e c t i o n  1 .  S h a r e s  o f  s t o c k :  T h e  c o r p o r a t i o n  s h a l l  i s s u e  o n e  c l a s s  o f  c o m ­
m o n  s t o c k  u p o n  t e r m s  a n d  c o n d i t i o n s  p r o v i d e d  b y  l a w  a n d  i t s  A r t i c l e s  o f  I n ­
c o r p o r a t i o n .  T h e  v a l u e  o f  s h a r e s  m a y  b e  f i x e d  f r o m  t i m e  t o  t i m e  b y  t h e  B o a r d  
o f  D i r e c t o r s ,  i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  p r e i n c o r p o r a t i o n  a g r e e ­
m e n t  h e r e i n a b o v e  r e f e r r e d  t o .  
S e c t i o n  2 .  P a y m e n t  f o r  s h a r e s :  T h e  c o n s i d e r a t i o n  f o r  t h e  i s s u a n c e  o f  
s h a r e s  m a y  b e  p a i d ,  i n  w h o l e  o r  i n  p a r t ,  i n  m o n e y ,  i n  o t h e r  p r o p e r t y ,  t a n g i b l e  o r  
i n t a n g i b l e ,  o r  i n  l a b o r  o r  s e r v i c e s  a c t u a l l y  p e r f o r m e d  f o r  t h e  c o r p o r a t i o n .  W h e n  
p a y m e n t  o f  t h e  c o n s i d e r a t i o n  f o r  w h i c h  s h a r e s  a r e  t o  b e  i s s u e d  s h a l l  h a v e  b e e n  
r e c e i v e d  b y  t h e  c o r p o r a t i o n ,  s u c h  s h a r e s  s h a l l  b e  d e e m e d  t o  b e  f u l l y  p a i d  a n d  
n o n a s s e s s a b J e .  I n  t h e  a b s e n c e  o f  f r a u d  i n  t h e  t r a n s a c t i o n ,  t h e  j u d g m e n t  o f  t h e  
B o a r d  o f  D i r e c t o r s  a s  t o  t h e  v a l u e  o f  t h e  c o n s i d e r a t i o n  r e c e i v e d  f o r  s h a r e s  
s h a l l  b e  c o n c l u s i v e .  N o  c e r t i f i c a t e  s h a l l  b e  i s s u e d  f o r  a n y  s h a r e  u n t i l  s u c h  s h a r e  
i s  f u l l y  p a i d .  
S e c t i o n  3 .  C e r t i f i c a t e s  f o r  s h a r e s :  E a c h  h o l d e r  o f  s h a r e s  o f  t h e  c o r p o r a t i o n  
s h a l l  b e  e n t i t l e d  t o  a  c e r t i f i c a t e  s i g n e d  b y  t h e  p r e s i d e n t ,  o r  a  v i c e - p r e s i d e n t ,  a n d  
t h e  s e c r e t a r y  o f  t h e  c o r p o r a t i o n ,  a n d  s e a l e d  w i t h  t h e  c o r p o r a t e  s e a l ,  c e r t i f y i n g  
t h e  n u m b e r  o f  s h a r e s  o w n e d  b y  h i m  i n  t h e  c o r p o r a t i o n .  T h e  n a m e  a n d  a d d r e s s  
o f  t h e  p e r s o n  t o  w h o m  t h e  s h a r e s  r e p r e s e n t e d  t h e r e b y  a r e  i s s u e d ,  t o g e t h e r  w i t h  
t h e  n u m b e r  o f  s h a r e s  a n d  d a t e  o f  i s s u e ,  s h a l l  b e  e n t e r e d  o n  t h e  s t o c k  t r a n s f e r  
b o o k s  o f  t h e  c o r p o r a t i o n .  A l l  c e r t i f i c a t e s  s u r r e n d e r e d  t o  t h e  c o r p o r a t i o n  f o r  
t r a n s f e r  s h a l l  b e  c a n c e l l e d  a n d  n o  n e w  c e r t i f i c a t e  s h a l l  b e  i s s u e d  u n t i l  t h e  f o r m e r  
c e r t i f i c a t e  f o r  a  l i k e  n u m b e r  o f  s h a r e s  s h a l l  h a v e  b e e n  s u r r e n d e r e d  a n d  c a n ­
c e l l e d ,  e x c e p t  t h a t  i n  c a s e  o f  a  l o s t ,  d e s t r o y e d ,  o r  m u t i l a t e d  c e r t i f i c a t e ,  a  n e w  
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one may be issued therefor upon such terms and indemnity to the corporation 
as the Board of Directors may prescribe. All certificates for shares shall be 
consecutively numbered or otherwise identified, and shall be substantially in the 
following form: 
(Form for face of certificate) 
Organized under the Laws of the 
State of ........Illinois ....... . 
N umber.. .......... L ......... . Shares............ 480 ........... . 

............ Tiller Farms} Inc ............ . 

This certifies that ............Robert Tiller ............ is the owner of ............480........... . 
fully paid and nonassessable common shares with ....no.... par value per share, 
transferable on the books of the corporation in person or by duly author­
ized attorney upon surrender of this certificate properly endorsed, subject 
to the restrictions on the back hereof. 
In witness whereof the said corporation has caused this certificate to 
be signed by its duly authorized officers and sealed with the seal of the 
corporation, this ............ 15th ............ day of ............March ............ A.D., .... 1958 .... . 
................1ames Tiller................ . .............. .Robert Tiller ............... . 

Secretary (SEAL) President 
(Form for endorsement on back of certificate) 
For value received, ................R obert Tiller ................ does hereby sell, assign, 

and transfer unto ............. _Paul Tiller .............. , ..._....2........ shares represented by 

(buyer) (number) 
the within certificate, and does hereby irrevocably constitute and appoint 
..___ ._._..___ ..1ames Tiller ....... _._ ...... attorney to transfer the said shares on the 
(corporation secretary) 
books of the within named corporation with full power of substitution in 
the premises. Dated ......._...... _ ..._.1une 27 ... _......._........•.................. 1959 .................. . 
.................. _.Robert Tiller ....... _........... . 
(Signature of Registered Holder) 
In the presence of 
..__ .........._.1ames Tiller ............... . 
................ Mary Tiller ............... . 
(Signature of Witnesses) 
Section 4. Transfer of stock: The shares of the corporation shall be trans­
ferable only on the books of the corporation upon surrender of the certificate 
or certificates representing the same, in the manner stated upon the certificate or 
certificates so surrendered. Any such transfer is subject to all the restrictions 
and limitations as stated in the preincorporation agreement referred to in 
Section 1 of Article III of these by-laws. The person in whose name shares 
stand on the books of the corporation shall be deemed by the corporation to be 
the owner thereof for all purposes. 
ARTICLE VI: Special Corporate Acts 
Section 1. Contracts: The Board of Directors may authorize any officer 
or officers, agent or agents, to enter into any contract or execute and deliver 
any instrument in the name of and on behalf of the corporation, and such 
authority may be general or confined to specific instances. 
Section 2. Loans: No loans shall be contracted on behalf of the corpora­
tion and no evidence of indebtedness shall be issued in its name unless author­
ized by these by-laws or by a resolution of the Board of Directors. Such 
authority may be general or confined to specific instances. 
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S e c t i o n  3 .  C h e c k s ,  d r a f t s ,  n o t e s ,  e t c . :  A l l  c h e c k s ,  d r a f t s  o r  o t h e r  o r d e r s  
f o r  t h e  p a y m e n t  o f  m o n e y ,  a n d  n o t e s  o r  o t h e r  e v i d e n c e s  o f  i n d e b t e d n e s s  i s s u e d  i n  
t h e  n a m e  o f  t h e  c o r p o r a t i o n ,  s h a l l  b e  s i g n e d  b y  s u c h  o f f i c e r  o r  o f f i c e r s ,  a g e n t  o r  
a g e n t s  o f  t h e  c o r p o r a t i o n  i n  s u c h  m a n n e r  a s  s h a l l  f r o m  t i m e  t o  t i m e  b e  d e t e r ­
m i n e d  b y  r e s o l u t i o n  o f  t h e  B o a r d  o f  D i r e c t o r s  e x c e p t  a s  t h e  b y - l a w s  m i g h t  
e x p r e s s l y  o t h e r w i s e  p r o v i d e .  
S e c t i o n  4 .  S p e c i f i c  a u t h o r i z a t i o n :  I f  t h e  B o a r d  o f  D i r e c t o r s  f a i l s  t o  m a k e  
t h e  a u t h o r i z a t i o n s  i n  t h i s  A r t i c l e  V I ,  a l l  a c t i o n  t a k e n  s h a l l  b i n e l  t h e  c o r p o r a t i o n  
w h e n  s i g n e d  b y  a n y  t w o  o f  i t s  o f f i c e r s .  
A R T I C L E  V I I :  M i s c e l l a n e o u s  
S e c t i o n  1 .  B a n k  a c c o u n t s :  T h e  B o a r d  o f  D i r e c t o r s  m a y ,  b y  r e s o l u t i o n ,  
a u t h o r i z e  t h e  o p e n i n g  o f  c o r p o r a t i o n  b a n k  a c c o u n t s  a t  a n y  b a n k  o r  b a n k s  t h e y  
c h o o s e .  C h e c k s  m a y  b e  d r a w n  o n  s u c h  a c c o u n t s  i n  t h e  m a n n e r  p r o v i d e d  i n  
S e c t i o n  3  o f  A r t i c l e  V I .  
S e c t i o n  2 .  L i a b i l i t y  i n s u r a n c e :  T h e  B o a r d  o f  D i r e c t o r s ,  b y  r e s o l u t i o n ,  m a y  
a u t h o r i z e  t h e  c o r p o r a t i o n  t o  p u r c h a s e  i n s u r a n c e  t o  i n d e m n i f y  t h e  c o r p o r a t i o n ,  
a n d  i t s  o f f i c e r s ,  d i r e c t o r s ,  e m p l o y e e s ,  a n d  a g e n t s ,  a g a i n s t  l i a b i l i t y  t o  t h i r d  p e r s o n s  
o r  t o  e a c h  o t h e r .  
S e c t i o n  3 .  W a i v e r  o f  n o t i c e :  W h e n e v e r  a n y  n o t i c e  i s  r e q u i r e d  t o  b e  g i v e n  
t o  a n y  s h a r e h o l d e r  o r  d i r e c t o r  o f  t h e  c o r p o r a t i o n  u n d e r  t h e  p r o v i s i o n s  o f  t h e s e  
b y - l a w s ,  u n d e r  t h e  p r o v i s i o n s  o f  t h e  A r t i c l e s  o f  I n c o r p o r a t i o n ,  o r  u n d e r  t h e  
p r o v i s i o n s  o f  t h e  s t a t u t e ,  a  w a i v e r  t h e r e o f  i n  w r i t i n g ,  s i g n e d  b y  t h e  p e r s o n  o r  
p e r s o n s  e n t i t l e d  t o  s u c h  n o t i c e ,  w h e t h e r  b e f o r e  o r  a f t e r  t h e  t i m e  s t a t e d  t h e r e i n ,  
s h a l l  b e  d e e m e d  e q u i v a l e n t  t o  t h e  g i v i n g  o f  s u c h  n o t i c e .  
A R T I C L E  V I I I :  A m e n d m e n t s  
T h e s e  b y - l a w s  m a y  b e  a l t e r e d ,  a m e n d e d ,  o r  r e p e a l e d  a n e l  n e w  b y - l a w s  m a y  
b e  a d o p t e d  b y  t h e  B o a r d  o f  D i r e c t o r s  a t  a n y  r e g u l a r  o r  s p e c i a l  m e e t i n g  o f  t h e  
B o a r d  o f  D i r e c t o r s  b y  m a j o r i t y  v o t e .  
A d o p t e d  t h e  . . . . . . . . . . . . 1 5 t h  . . . . . . . . . . . .  d a y  o f  . . . . . . . . . . . . M  a r c h  . . . . . . . . . . . .  ,  . . . . . . . .  1 9 5 8  . . . . . . . .  .  

. . . . . . . . . . . . . . . . . . . .  R o b e r t  T i l l e r  . . . . . . . . . . . . . . . . . . . .  D i r e c t o r  

. . . . . . . . . . . . . . . . . . . .  J a m e s  T i l l e r  . . . . . . . . . . . . . . . . . . . .  D i r e c t o r  

. . . . . . . . . . . . . . . . . . . . . .  P a u l  T i l l e r  . . . . . . . . . . . . . . . . . . . . . .  D i r e c t o r  

A t t e s t e d  t o :  
. . . . . . . . . . . . . . . . . . .  . 1 a m e s  T i l l e r . . . . . . . . . . . . . . . . . . . .  S e c r e t a r y  

( S E A L )  
W A I V E R  O F  N O T I C E  O F  M E E T I N G  ( D I R E C T O R S ,  S H A R E H O L D E R S )  
( T o  b e  u s e d  a t  m e e t i n g s  w h e r e  p r o p e r  n o t i c e  w a s  n o t  g i v e n )  
W e ,  t h e  u n d e r s i g n e d ,  b e i n g  D i r e c t o r s  o f  . . . . . . . . . . . . T i l l e r  F a r m s ,  I n c  . . . . . . . . . . . . .  ,  a n  
. . . . . . . . . . . .  I l l i n o i s  . . . . . . . . . . . .  c o r p o r a t i o n ,  e l o  h e r e b y  s e v e r a l l y  w a i v e  n o t i c e  o f  t h e  t i m e ,  
p l a c e ,  a n d  p u r p o s e s  o f  t h i s  m e e t i n g  o f  t h e  B o a r d  o f  D i r e c t o r s  o f  s a i d  c o r p o r a ­
t i o n  a n d  d o  h e r e b y  c o n s e n t  t h a t  t h e  s a m e  b e  h e l d  a t  t h e  . . . . . . . . . . . . R e g i s t e r e d  O f f i c e  
o f  t h e  C o r p o r a t i o n  . . . . . . . . . . . .  o n  t h e  . . . . . . . . . . . . 1 5 t h  . . . . . . . . . . . .  d a y  o f  . . . . . . . . . . . . A u g u s L . . . . . . . . .  ,  
. . . . . . . .  1 9 5 8  . . . . . . . .  ,  a t  . . . . . . . . 8 . ' 0 0  p . m . . . . . . . . .  o ' c l o c k ,  f o r  t h e  t r a n s a c t i o n  o f  a n y  b u s i n e s s  
w h i c h  m a y  p r o p e r l y  c o m e  b e f o r e  s a i d  m e e t i n g .  
( S i g n e d )  . . . . . . . . . . . . . . . . . . . . R o b e r t  T i l l e r  . . . . . . . . . . . . . . . . . . .  .  

( S i g n e d )  . . . . . . . . . . . . . . . . . . . .  J a m e s  T i l l e r  . . . . . . . . . . . . . . . . . . .  .  

( S i g n e e l )  . . . . . . . . . . . . . . . . . . . . . .  P a u l  T i l l e r  . . . . . . . . . . . . . . . . . . . . .  .  
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C i r c u l a r  N o .  7 9 7  
C O N S E N T  T O  I N F O R M A L  A C T I O N  B Y  S H A R E H O L D E R S  
( U s e d  t o  a p p r o v e  a c t i o n  r e q u i r e d  t o  b e  t a k e n  a t  a  m e e t i n g  o f  
s h a r e h o l d e r s  w h e n  n o  m e e t i n g  i s  h e l d )  
W e ,  t h e  u n d e r s i g n e d ,  b e i n g  a l l  o f  t h e  s h a r e h o l d e r s  i n  . . . . . . . . . . . . . . . .  T i l l e r  F a r m s ,  
I n c . . . . . . . . . . . . . . . . . . . . .  ,  d o  b y  t h i s  w r i t i n g  a p p r o v e ,  a u t h o r i z e ,  a n d  c o n s e n t  t o  t h e  a d o p ­
t i o n  o f  t h e  f o l l o w i n g  r e s o l u t i o n ,  w i t h o u t  f u r t h e r  a c t i o n  b y  t h e  s h a r e h o l d e r s :  
S a i d  r e s o l u t i o n ,  w h e n  a l l  t h e  s h a r e h o l d e r s  h a v e  s i g n e d  b e l o w ,  m a y  b e  
t r e a t e d  a s  h a v i n g  b e e n  d u l y  a p p r o v e d  a n d  a d o p t e d  a t  a  p r o p e r  m e e t i n g  o f  t h e  
s h a r e h o l d e r s .  
( S i g n e d )  . . . . . . . . . . . . . . . . . . . .  R  o b e r t  T i l l e r . . . . . . . . . . . . . . . . . . . .  ( s e a l )  

( S i g n e d )  . . . . . . . . . . . . . . . . . . . .  ]  a m e s  T i l l e r  . . . . . . . . . . . . . . . . . . . .  ( s e a l )  

( S i g n e d )  . . . . . . . . . . . . . . . . . . . . . . P a u l  T i l l e r  . . . . . . . . . . . . . . . . . . . . . .  ( s e a l )  

D a t e d :  . . . . . . . . . . . . . . . . S e p t e m b e r  1 ,  1 9 5 8  . . . . . . . . . . . . . . .  .  

A c k n o w l e d g m e n t  i s  m a d e  o f  v a l u a b l e  a s s i s t a n c e  b y  t h e  
f o l l o w i n g  p e r s o n s  i n  t h e  p r e p a r a t i o n  o f  t h i s  c i r c u l a r :  G e o r g e  T .  
F r a m p t o n ,  P r o f e s s o r  o f  L a w ,  U n i v e r s i t y  o f  I l l i n o i s ;  J a m e s  J .  
E l s o n ,  I n s t r u c t o r  a n d  R e s e a r c h  A s s o c i a t e  i n  A g r i c u l t u r a l  E c o ­
n o m i c s ,  U n i v e r s i t y  o f  I l l i n o i s ;  P h i l i p  C .  Z i m m e r l y ,  A t t o r n e y  a t  
L a w ,  C h a m p a i g n ,  I l l i n o i s ;  a n d  E a r l  F .  C r o u s e ,  D o a n e  A g r i c u l ­
t u r a l  S e r v i c e  I n c . ,  S t .  L o u i s ,  M i s s o u r i .  
U r b a n a ,  I l l i n o i s  
J u n e .  1 9 5 8  
C o o p e r a t i v e  E x t e n s i o n  W o r k  i n  A g r i c u l t u r e  a n d  H o m e  E c o n o m i c s :  U n i v e r s i t y  o f  I l l i n o i s ,  

C o l l e g e  o f  A g r i c u l t u r e ,  a n d  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  A g r i c u l t u r e  c o o p e r a t i n g .  

L O U I S  B .  H O W A R D ,  D i r e c t o r .  A c t s  a p p r o v e d  b y  C o n g r e s s  M a y  8  a n d  J u n e  3 0 ,  1 9 1 4 .  
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